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authority on cotton finance; Lionri D. Epiz, Professor of 
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of the leading European countries for the Guggenheim Founda- 
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As ANNOUNCED elsewhere in this issue, THE BANKERS MAGAZINE 
will publish in its NovEMBER number a carefully prepared digest 
of the Proceedings of the Fifty-Fifth Annual Convention of the 
AMERICAN BANKERS ASSOCIATION, to attend which several thousand 
bankers from all parts of the country are assembled in San 
Francisco as this issue of the Magazine goes to press. With 
the rapid expansion of branch, chain and group banking, which 
have all gone forward at an accelerated pace since the Association’s 
last meeting, these important questions will doubtless hold the stage 
at the current convention, and many discussions of unusual interest 
and timeliness will be presented. A verbatim reading of the pro- 
ceedings of the convention would not only be a formidable under- 
taking but would also tend to obscure for the reader the more 
important issues. On the other hand, a discriminating digest of 
the proceedings, throwing into relief the high lights of the conven- 
tion, will enable the reader to inform himself regarding the various 
features of the leading topics of discussion with a minimum 
expenditure of time and effort. This procedure will also enable 
the reader to acquaint himself more readily with such action as is 
taken by the convention on the more important questions discussed. 


Coming issues of THE BANKERS MaGAZINE will include timely and 
authoritative articles on such important subjects as the development 
of holding companies in the banking field; investment trust 
expansion; and the growth of American banking abroad. On this 
latter subject, Dr. C. W. PHELPs says, in an article to appear in 
the NovEMBER issue: “One of the most notable developments in 
our banking system has been the phenomenal expansion of our 
American banks into foreign lands. 'Today we may count over 
two hundred establishments maintained in foreign countries by our 
larger banks. The American banker has set up shop abroad.” 
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Editorial Comment 


BRITISH FINANCE AND INDUSTRY 


tween British finance and in- 

dustry crop up from time to 
time. These criticisms usually are of 
two kinds: first, that the return to the 
gold standard was ill-timed; second, that 
the policy of the Bank of England and 
of the joint stock banks has been less 
favorable to industry than might have 
been the case. Whether a return to the 
gold standard in England might have 
been postponed to a more opportune 
time or not is, perhaps, a matter of 
cpinion, but it seems clear that the criti- 
cism of the policy of the Bank of En- 
gland and of the joint stock banks is not 
well founded. Speaking on this subject 
recently before the Institute of Politics 
at Williamstown, Mass., Professor T. E. 
Gregory, of the London School of Eco- 
nomics, said: 


(CW sicen Bri of the relations be- 


“The indignation that has been so 
frequently expressed when the Bank of 
England’s policy has come up for dis- 
cussion takes very little account of the 
facts. The actual policy of the Bank of 
England has not by any means been so 
deflationist as might be believed. In 
general the bank has been pursuing a 
kind of ‘open market policy.’ That is, 
gold inflows have not been allowed to 
inflate credit, nor have gold drains been 
allowed to deflate credit. The bank sold 
securities when gold came in and in- 
creased its holdings of securities when 
gold was exported. 

“If one looks at the figures of the 
British joint stock banks an even more 
remarkable state of affairs appears. The 
increase of advances and discounts in 
1928 over that of the 1924 level was 
somewhere in the neighborhood of 13 
Per cent.: advances by themselves have 


increased something like 20 per cent. 
over the same interval of time. When 
productivity in general has only gone 
up something like 8 to 10 per cent. in 
the same period it can hardly be con- 
tended that there has been any very 
positive check to industrial expansion 
from credit deflation.” 


The views of leading London bankers, 
gained at first hand, would sustain the 
statement made above. The bankers, in 
conversation, never fail to express the 
keenest solicitude for the revival of 
British industry. That they are doing 
what they believe best to assist in bring- 
ing about such revival would seem to be 
an obvious deduction from the fact that 
they are vitally concerned in the coun- 
try’s prosperity. 

In this country the charge is often 
heard that the banks are too much con- 
cerned in financing speculative trans- 
actions, but that is a complaint that 
cannot fairly be made against the lead- 
ing English banks. 

Trade in England is suffering from 
causes that lie much deeper than the 
policy of the banks toward industry. 


CONSOLIDATION AND BANK 
PERSONNEL 


OT the least interesting of the 
N many problems arising from bank 

mergers is the one relating to 
the effect on the personnel of the merged 
bank. Where the consolidation takes 
place on equal terms—where there is a 
union of banks each substantially strong, 
instead of the taking over of a smaller 
and weaker bank by one larger and 
stronger—this question may not be of 
much importance. But when a small or 
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weak bank is absorbed by one that is 
big and powerful, the matter is one of 
supreme concern to the officers and em- 
ployes of the merged bank. Their 
status can never remain quite the same. 
Officers will have, as a rule, less author- 
ity, and employes are liable to be de- 
moted. And as one of the objects of 
consolidation or merger is to reduce 
operating costs, the least useful portions 
of the staff taken over will be dropped 
in the course of time. This will be true 
more especially if the consolidated bank 
fails to maintain the volume of business 
of the combined institutions or to in 
crease it. 

There does not appear to be available 
sufficient information on this subject to 
warrant the expression of an opinion on 
what will be the outcome of the con- 
solidation movement in this respect. 
But one may safely hazard the guess 
that, as a rule, the officers and employes 
of a merged bank may expect to sustain 
loss of prestige and possibly of income 
as well. 


Another phase of the matter presents 


a more favorable aspect. Granting that 
the absorbing bank is the stronger and 
better managed, the personnel taken over 
will function in an atmosphere better 
calculated to develop expert banking 
than that to which they have been ac- 
customed. 

Manifestly, the main considerations 
relating to bank consolidations are those 
having to do with profits to the share- 
holders and service to the public. The 
expectations are that profits wili be in- 
creased. Such expectation would seem 
to rest upon reasonable ground, though 
here also the actual result awaits further 
experience. It has been well said, that 
the big bank must continue to give the 
required public service, for this is the 
main source of profits. 

The two considerations named out- 
weigh the mere personal status of officers 
and employes of an absorbed bank, but 
it will be interesting to note the effects 
of the consolidation movement upon the 
personnel of the latter nevertheless. A 
man’s job is something in which he 
rightly has a deep concern. 
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YOUNG PLAN ADOPTED 


FTER a protracted and stormy ses- 
A at The Hague, representatives 
of the interested powers have 
finally agreed to accept the Young Plan 
devised by a committee of experts at an 
earlier conference in Paris. Thus a new 
phase of the reparations problem takes 
the place of the Dawes Plan, assuming 
that what has been agreed on at The 
Hague receives legislative sanction from 
the respective governments—something 
that seems reasonably sure. 

The strain at the recent meeting arose 
principally over the claim of Mr. Snow- 
den, the British Chancellor of the Ex- 
chequer, for a larger share of the repara- 
tions payments than had been contem- 
plated by the Paris committee of experts. 
While Mr. Snowden was not entirely 
successful in securing his original de- 
mands, he came so near doing so that 
he professed satisfaction with the result. 

England feels that she has heretofore 
carried more than a fair share of the 
financial burden arising from the war 
and has yielded already too much in 
favor of some of the other countries. 
Mr. Snowden’s refusal to continue such 
a policy has met with the support of 
all parties in England, and has greatly 
added to his personal prestige and to 
the popularity of the Labor Government 
of which he is a distinguished member. 

One thorny subject remained un- 
settled at The Hague—the proposal to 
create a Bank of International Settle- 
ments. While this scheme itself is not 
regarded with entire approval—espe- 
cially in London—a considerable part of 
the opposition to it arises from con- 
troversy over the location of the bank. 
The most obvious sites are London, 
Paris, or New York. Perhaps the latter 
city has no expectation of securing the 
bank. Choice of either one of the cities 
mentioned would cause dissatisfaction 
on the part of the two left out. There 
is at present too much financial rivalry 
between London and Paris for either 
city to look with approval on the other 
for this honor. 

This being the case, Amsterdam would 
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Broad street, Philadelphia. This is the eighth of a series of etchings by Anton Schutz, 
one of which is being reproduced in THE BANKERS MaGazZINE each month during the year. 
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appear to be the most appropriate place 
for the new bank should it ever be 
created. That city is already one of 
the world’s great financial centers. Its 
selection as the home of the bank would 
be open:to none of the objections which 
may be urged against London, Paris and 
New York. 


RATE OF DISCOUNT AND 
SPECULATION 


N August 8 the New York Fed- 
C) eral Reserve Bank advanced its 

discount rate from 5 to 6 per 
cent. and at the same time reduced the 
buying rate on bankers’ acceptances 
from 5'% to 5¥e per cent. The advance 
in the discount rate was immediately 
followed by a violent fall in prices of 
stocks, from which a sudden recovery 
has taken place, and speculation has 
gone on much as before, the volume of 
brokers’ loans having recently reached a 
new high record. 

In making a discrimination between 
the rate for ordinary discounts and 
bankers’ acceptances the object was to 
favor the latter form of paper, mani- 
festly in the belief that this would en- 
courage the use of this type of paper 
and tend to curtail the use of credit for 
speculative purposes. But the member 
banks, finding it easy to indorse accep- 
tances, and pass them on for rediscount 
at the Federal Reserve, are thus relieved 
of the necessity of supplying commercial 
credit to a large extent, and are thus in 
a better position to finance speculative 
transactions. 

If it was the expectation that an 
advance in the discount rate at New 
York would be followed by a rise in 
the call loan rate and a consequent check 
in speculation, this expectation was not 
immediately realized, for the call loan 
rate went down, brokers’ loans went up, 
and speculation went on much as before. 
Later weeks, in a rapidly changing situ- 
ation, may change this immediate course 
of financial history. 

It is the pride of English finance that 
the bank rate of the Bank of England 
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proves effective, not in curbing specula- 
tion, but in regulating the gold move- 
ment. 

By now it must be apparent that the 
manipulation of the discount rate here 
for the purpose of checking speculation 
has proved ineffective. 

Perhaps the Federal Reserve Board, 
in the somewhat somnolent atmosphere 
of Washington, may begin to realize the 
truth of a statement once made by the 
late James A. Garfield, that “There 
never did exist a body of men wise 
enough to regulate the currency and 
credit of a great country.” If this is 
true, and the Federal Reserve Board is 
attempting an impossible task, criticism 
of the present personnel loses its force. 

The Federal Reserve Board. is admin- 
istering a law for which it is not re 
sponsible. This law in more than one 
way contributes to speculation: the di- 
minished bank reserves, the making of 
Federal Reserve notes an obligation of 
the United States, the discount of 
Government paper, the rediscount privi- 
lege in general—which has been greatly 
overworked—these and other factors are 
in part responsible for the present situa- 
tion. 

Such regulatory control as may be 
possible or desirable over the Federal 
Reserve banks should not be: exercised 
from Washington by a board appointed 
by the President, but by the members 
of the boards of the banks themselves, 
meeting alternately at one of the coun 
try’s financial centers. 


FARMERS TOLD TO HELP THEM 
SELVES 


culture,” a member of the Federal 
Farm Board (C. B. Denman), is 
quoted as saying: 


GS cere" of “equality for agri 


“I am not sure that we will ever be 
able to put our finger on any exact spot 
or place on the calendar of time or 
events and say this is equality for agri 
culture, but I do believe that its approach 
and recognition must come through a 
change of attitude and practice by the 
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average farmer himself in his marketing 
activities.” 

Had this opinion originated from al- 
most any other source, it would have 
been set down as due to prejudice or 
ill-will. To those farmers who are look- 
ing with such confidence and hope to 
the Federal Farm Board for an allevia- 
tion of their troubles, this advice will 
come as a severe shock. 

This co-operative marketing move- 
ment, to be aided by liberal grants out 
of the Treasury, ought to have been an 
attractive field for private financial enter- 
prise, that is, provided it could be 
handled with mutual profit. The fact 
that it has not attracted capital sufh- 
ciently to make Government aid un’ 
necessary would seem to indicate that 
there are elements of hazard in the 
scheme which made private capital chary 
of the undertaking. This seems all the 
more strange at the present time when 
almost unlimited capital can be had for 
almost any undertaking. It would seem 
that, granting the soundness of large- 
sale co-operative marketing, private 
enterprise ought to have been eager for 
the profits to be made by engaging in it. 

In waiting for Government help the 
farmers acted much like the bankers. 
The farmers might have organized volun- 
tarily without waiting, as they did for 
a long while, for legislative authority. 
So might the bankers of the country 
have voluntarily solved many of their 
difficulties without waiting for the Fed- 
eral Reserve Act with its requirement 
of compulsory membership for all na- 
tional banks. It is not, of course, con- 
tended that the two cases are on all 
fours, though they do have a certain 
degree of resemblance. Each illustrates 
the tendency to look to Washington for 
what could better be done at home. The 
farmers, in looking to Congress for relief, 
are merely following this general ten- 
dency. 

It would be refreshing if some member 
of the Federal Reserve Board would tell 
the bankers of the country that an im- 
provement of our banking standards is 
to come from the bankers themselves. 
and not from Washington. 


FINANCIAL ASSISTANCE TO 
COUNTRIES THREATENED 
WITH WAR 


Tor next Assembly of the League 


of Nations will consider a plan of 

assistance to countries that may be 
threatened with war. After studying 
the problem, the Financial Committee 
of the League of Nations has made cer- 
tain recommendations, embodied in a 
Draft Convention, and submitted to all 
the countries having membership in the 
League. Further information concern- 
ing the plan is thus given by the Lon- 
don Times: 


“The plan provides that the Conven- 
tion shall be put into operation in favor 
of any member of the League who has 
become a signatory to the Convention, 
and who, by the unanimous vote of the 
Council, is held to be a victim of, or 
threatened by, aggression. The finan- 
cial aid is to be obtained in the interna- 
tional money markets in the ordinary 
way, the Government concerned con- 
tracting for a loan on the general secur- 
ity of its revenues. To fortify its own 
credit there is to be associated with it, 
by way of guarantee of the service of 
the loan, the credit of all the other 
signatories to the Convention. To meet 
the difficulties and delays involved by 
reason of these guarantees being widely 
distributed—a serious disadvantage in 
circumstances where promptness of ac’ 
tion is of the very essence—and to en’ 
dow the operation with added strength, 
the Convention provides for a system 
of special or super guarantees. A few 
of the signatories whose financial stand- 
ing is so high as to be likely to command 
confidence in almost all circumstances 
are to guarantee vis-a-vis the investor the 
whole service of the loan. In this way 
any such loan would become thrice 
secured by the liability of: 

“(a) The borrowing Government; 

“(b) All the signatories to the Con- 
vention (ordinary guarantee); and 

“(c) Certain signatories of undoubted 
financial strength (special guarantee). 

“When, in any particular instance, 
the Council—by a unanimous vote— 
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ecides 


that a certain signatory shall 
receive financial assistance, it will au- 
thorize that signatory to issue a loan 
(within the total permissible under the 
Convention) enjoying the above-men- 
tioned ordinary and special guarantees. 
The maximum annual service of the loan 
(and therefore, broadly, its amount) will 
be fixed by the Council. The precise 
responsibility of each guarantor for each 
year will then be determined by dividing 
the service of the particular loan among 
all the guaranteeing Governments in the 
proportion of their maximum possible 
liability. A similar procedure is fol- 
lowed in the determination of the annual 
liability of each special guarantor Gov- 
ernment. 

“The liability of the ordinary guar- 
antors is a contingent one, and becomes 
operative only upon the failure of the 
borrowing Government to meet its loan 
charges, and only after a reserve to be 
provided by the borrowing Government 
has been exhausted. The liability of the 
special guarantors is contingent not only 


upon the failure of the borrowing Gov- 
ernment to meet its loan charges, but 
also on the failure of any of the ordi- 
nary guarantors to honor their guar- 


antee. These contingent liabilities of 
both the ordinary and special guarantors 
are again strictly limited in amount. 
“The Convention provides for the 
appointment of trustees, to whom is 
entrusted the whole management of the 
loan service, and who will hold the 
reserve fund which, under the Conven- 
tion, is to be constituted by the borrow- 
ing Government, and who will also 
undertake the financial settlements as 
between special and ordinary guarantors. 
“The plan when accepted by a sub- 
stantial number of Governments (and 
it is contemplated that it shall only 
become operative if that is the case) 
will place in the hands of the Council 
a new and _ powerful instrument— 
perhaps more effective and easy of 
application than any it now possesses— 
for preventing a conflict or stopping it 
when it has begun. It seems legitimate 
to hope that, in the majority of cases, 
threatened aggression will be stopped if 
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the would-be aggressor is made to realize 
that the Council is united and deter- 
mined to support, by the application of 
the Convention, the country it regards 
as being threatened. But the support 
the Convention assures, though limited 
by its terms to financial measures, means 
far more than that. It signifies, in the 
first instance, united moral support, 
while the financial support it gives almost 
automatically leads to the economic re- 
sources of the signatories to the Con- 
vention being liberally placed at the 
disposal of the victim of aggression. 
And it means, conversely, that the 
aggressor will find closed against him 
both the financial and economic markets 
of the signatories. Indeed, the handi- 
caps which he would have to face in 
these circumstances are so great that a 
mere demonstration by the Council that 
it intends to put the Convention into 
operation would probably suffice to make 
that step unnecessary. 

“It may be said with confidence that 
the mere existence of the proposed Con- 
vention for ‘financial assistance’ would 
in itself constitute a powerful deterrent 
against war, and as such is worthy of 
the support of Great Britain no less 
than of every other nation.” 


In this concluding reference to the 
plan the London Times expresses an 
opinion which may not be universally 
accepted. For example, should the 
United States at some time be compelled 
to engage in war regarded by this coun- 
try as defensive, but regarded by the 
League of Nations as aggressive, we 
should find ourselves, under this plan, 
face to face with the moral, financial 
and economic antagonism of the entire 
world, or as least of all the members of 
the League of Nations. In effect this 
would mean that however just we might 
consider a war, or however necessary 
for self-preservation, we should have all 
the members of the League against us 
if they thought otherwise. The wisdom 
of such a policy for enforcing peace may 
well be open to doubt. It represents an 
attempt to coerce any country not 4 
member of the League of Nations—an 











economic war against military and naval 
warfare. As all justice and wisdom may 
not reside in the members of the League, 
conceivably its decision, though reached 
unanimously, might be wrong. 

This plan, as the London Times thinks, 
might “constitute a powerful deterrent 
against war,” but it is equally likely to 
introduce a disintegrating element into 
the League of Nations itself. 

The way to peace is hardly in a war 
against war, even though the instrument 
of punishment be economic instead of 
military in character. 


DECLINE IN NATIONAL BANK 
RESOURCES 


ERHAPS too serious a view is taken 
Pe a recent report of the national 

banks to the Comptroller of the 
Currency, showing that between June 
30, 1928, and June 29, 1929, the number 
of these institutions reporting decreased 
by 233 and their resources by $1,068,- 
011,000. Consolidation will account for 
part of the numerical falling off in the 
national banks, and where the resources 
are so great, the loss of even the large 


sum mentioned does not, as some seem - 


to fear, portend the early disappearance 
of the national banks. There is clearly 
a tendency from the national toward 
state systems of banking, and it will be 
well for the friends of the former to 
search for the cause of this movement. 

It has been said that banking capital 
will seek that form of organization under 
which it can operate with greatest profit. 
Opportunities for greater profit under 
state systems—if they actually exist— 
will no doubt offer a sufficient incentive 
for the shareholders of a national bank 
to convert into a state institution. It is 
not so clear, however, that the part of 
the public not bank shareholders will 
view the change in quite the same light. 
From their standpoint the matter of 
cnief interest is not the profit which the 
shareholders may receive, but the safety 
the bank will afford under its change in 
charter. 

In some of the states the banking laws 
and th» system of supervision will com- 
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pare favorably with the Federal laws 
and supervision applicable to the na- 
tional banks. In others this is not the 
case. Without singling out any par- 
ticular state, and with no intention to 
reflect on the many excellent state banks, 
it may be said that should all the na- 
tional banks incorporate under state 
laws, the entire banking system of the 
country would be weakened, should the 
state laws and supervision remain as 
now. 

A New York banker whose institution 
had changed from the national to the 
state system was asked why he had made 
the change. He replied by asking the 
questioner to point out any advantage 
to be gained by remaining under the 
national form of organization. 

Probably sufficient attention has not 
been given to the deprivation of func- 
tions formerly enjoyed by the national 
banks. True, Congress has in recent 
years conferred additional powers upon 
these institutions; but it has taken others 
away. The national banks appear to 
have regarded their new powers as not 
compensating them for those they have 
lost. 


THE RECENT CURRENCY 
REFORM 


UR very much mixed currency 

has been actually reformed of 

late; that is, the form of the 
bills has been changed. This alteration 
does not, as some might imagine, neces- 
sarily represent the lessened purchasing 
power of the dollar. It was made on 
the score of economy. While the 
Treasury was about it, the length of the 
notes might have been further shortened 
to the size of the present pound and 
ten shilling notes of the Bank of En- 
gland, which are certainly more easy to 
handle than our elongated bills. 

Now that the country has started on 
the pathway of currency reform, why 
not go a little farther? We have seven 
different kinds of paper currency, while 
two kinds—gold certificates and Federal 
Reserve notes—would satisfy all reason- 
able needs. 
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Gold certificates are secured dollar 
for dollar by gold held in the Treasury 
for their redemption. They are the 
only form of our currency about whose 
quality no question can arise so long as 
the United States is faithful to its 
trusteeship. 

Silver certificates are the paper rep- 
resentatives of a like amount of silver 
dollars held in the Treasury for their 
redemption. The dollars circulate only 
to a very limited extent, principally in 
the South and West. Of a total coinage 
of $539,960,849, the amount of silver 
dollars in circulation July 31 was only 
$43,400,841. In addition Federal Re- 
serve banks and agents held $8,143,366. 
As the silver certificates represent a 
superfluous form of currency, they 
should be retired. It would be an easy 
matter to convert them into Federal 
Reserve notes, or gradually to use the 
silver back of them for subsidiary coin- 
age. Very likely the man who wants 
hard money to jingle in his pocket would 
be as well satisfied with two fifty-cent 
pieces as with a silver dollar. The two 
coins would be more convenient and 
would make a better show in the way 
of noise. 

Treasury notes of 1890, issued as a 
part of the country’s policy of “doing 
something for silver,” have behind them 
an equal amount of silver, and also of 
the gold reserve held for the redemption 
of the United States notes, or “green- 
backs.” The Treasury notes of 1890 
are gradually being retired. 

The United States notes, or “green- 
backs,” constitute the least excusable 
variety of our present mixed currency 
system. They are secured by a gold 
reserve of $156,039,088 (July 31, 1929), 
and like the gold certificates are a full 
legal tender. ‘The amount outstanding 
is $346,681,016, the same as it was 
May 31, 1878, when further retirement 
of the notes was stopped by act of Con- 
gress. Since the Treasury holds nearly 
50 per cent. of gold against these notes, 
their conversion into gold certificates or 
Federal Reserve notes would present no 
serious problem. 

Federal Reserve bank notes—an anom- 
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alous form of currency—are being 
gradually retired. 

National bank notes, secured by 
United States bonds, are destined to dis- 
appear with the retirement of the bonds 
on which circulation may be issued, 
unless Congress should make a change 
in the present law. 

Federal Reserve notes are secured by 
gold, or by gold and commercial paper. 
Notes in actual circulation must be 
secured by a gold reserve of at least 40 
per cent. 

Purely as a matter of simplicity, the 
currency would be greatly improved by 
gradually retiring all forms of paper 
currency except the gold certificates and 
Federal Reserve notes. It is recognized, 
of course, that an early retirement of 
national bank notes is undesirable. 

But there is more to be gained than 
simplicity by making the changes 
pointed out. Our currency would be 
greatly strengthened if all of it were 
based upon yold and commercial paper. 
And perhaps not for a long time will 
the country be in such a favorable posi- 
tion for making the changes indicated. 

Against these changes the politicians 
will protest, chiefly for the reason that 
they afford no popular appeal to the 
electorate. Claims will also be made 
that this proposed simplification of the 
country’s paper circulation is unneces- 
sary, because all kinds of currency are 
of the same value. But silver dollars 
whose bullion value is less than the face, 
and “greenbacks” with some 50 per cent. 
of gold behind them, are not of the same 
value as gold coin or certificates. Reply 
will be made that their purchasing 
power is the same. But the purchasing 
power of the country’s circulation as a 
whole would not be the same as now if 
the element of Government fiat were 
excluded. 


STABILITY THE ESSENCE OF 
BANKING 


ECTIC banking finds no support 
H from President William C. Red: 
field of the Brooklyn National 

Bank of New York. Speaking a short 


time since at a dinner tendered to the 
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ofacers of the bank by its directors, Mr. 
Redfield thus laid down some of the 
sound principles of banking: 


“The essence of a bank is stability, 
resting upon a growth which, if it is to 
be permanent, cannot be hurried. There 
is no place in a national bank for modern 
high-pressure salesmanship. We are re- 
minded that those animals and plants 
which live the longest have the longest 
infancy, and of this important fact—a 
fact as important in economics as in 
biology—you yourselves are all examples. 
A bank cannot be boomed. Its success 
depends not on rushing the line but on 
staying power. It cannot make bargain 
sales. There is no room for the offering 
of seconds or for mark-ups. It may not 
appeal to the shopper for special sales. 
It has in its keeping the proceeds of 
the toil of men and women over many 
years. It may not jeopardize them 
by seeking speedily to earn large profits 
for itself. It must find its future in 
growth, in that steady, unhurried, un- 
tiring, unceasing development which is 
as different as possible from barter and 
from bargaining. The inescapable facts 
which I have suggested are not brakes 
upon progress but inspiration to it. They 
do, however, restrain both eagerness and 
anxiety in promoting the bank’s welfare. 
We have no stock of goods which must 
be sold in the current season. We have 
nothing to offer which is likely to go 
out of style. We have no stock of goods 
certain to depreciate on our hands if not 
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soon sold. What we have to do is some- 
thing which represents quite the opposite 
condition to these. Ours is the task of 
awakening, and having awakened to 
maintain, confidence, or, more tersely, 
faith,—faith in our character, our dis- 
cretion, our calmness, our judgment, our 
wisdom. Sober judgment and wise dis- 
cretion are not and cannot be the pro- 
ducts of eagerness or anxiety. They are 
children of thought and reflection. Haste 
makes waste wherever it is found, but 
I shall not be far wrong in saying that 
waste is peculiarly certain and deeply 
destructive if the haste is found in a 


bank.” 


Much courage is required in these 
swiftly-moving times to hold fast to the 
slow, steady and sure method of banking 
growth outlined in Mr. Redfield’s ad- 
dress. Unless a bank rapidly swells its 
figures soon after organization, it is apt 
to be looked on as unprogressive and of 
little importance. Too often, in the 
public mind, the size of a bank—its 
aggregate of deposits or resources—is 
given greater attention than the methods 
of management by which this magnitude 
was reached. The present craze for 
bank consolidation—for its sudden de- 
velopment and rapid extension warrant 
this characterization—may in part at 
least be ascribed to the desire to cater 
to this tendency of the people to be im- 
pressed by the bank of colossal propor’ 
tions. 





Cotton Exchange Functions 


How the New York Cotton Exchange Justifies Its Existence and 
Why It Is Essential to the Financing of Cotton 


By RoBert EATON SAUNDERS 
Fellow of the Institute of Bankers, London 


and indeed the various other im- 

portant exchanges, properly regu- 
lated in their operations need no brief 
for their raison d'etre. They are not 
mysterious institutions existing by virtue 
of their inherent strength alone but 
rather through the usefulness of the 
functions they perform. They have 
successfully withstood the broadside of 
repeated assaults from various sources 
and have been alert to remedy any struc- 
tural defects brought to light by con- 
structive criticism. 

Attacks against the New York Cotton 
Exchange—-sensational or otherwise— 
have served at least one useful purpose, 
namely, educational. They have shown, 
beyond the shadow of a doubt, that the 
farmer who grows the cotton would be 
in a sad plight were it not for the Ex- 
change. This is not difficult to under- 
stand when one delves into the customs 
of the trade. The farmer who grows 
the cotton perforce has to market his 
crop within a comparatively short 
period. It has been estimated that fully 
75 per cent. of American-produced 
cotton leaves the hands of the producer 
between September and December. The 
mills, however, buy and use their cotton 
during the entire year, but the cotton 
merchants through the functions of the 
Cotton Futures Exchanges take up the 
slack, enabling the farmers to market 
their cotton promptly for cash, and the 
mills to secure their requirements as 
needed. 

It is the business of the farmer to 
raise and sell his crop. He is not a 
merchant who can afford to keep his 
merchandise on his shelves. 

It is the business of the spinner to 
buy his raw material and market his 
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product. He is not a capitalist who can 
afford to tie up his liquid funds for 
lengthy periods, nevertheless he is ob- 
liged to make his contracts for delivery 
of his product a long time in advance— 
six, nine, twelve months ahead. Ob- 
viously he must know what his raw 
material is going to cost him. 


WHERE THE COTTON EXCHANGE STEPS IN 


It is here that the Cotton Exchange 
functions—and functions admirably— 
through its machinery for “future con- 
tracts.” The cotton merchants, quasi- 
bankers they really are, practically buy 
the cotton crop as it is being marketed— 
and by sale of the cotton for future de- 
livery —“Hedges”—become the possess’ 
ors of Al collateral which enables them 
to obtain the necessary funds from their 
bankers in order to pay the farmer cash 
for his spot cotton. The cotton merchants 
hope to sell to the mills and consumers. 
Of course, the mills themselves may and 
do purchase the raw cotton directly from 
the producer, but such purchases in the 
aggregate are comparatively small, in 
volving as they do the paying out of a 
great deal of money for the spot cotton, 
insurance, storage charges etc., loss of 
interest on the money tied up. Here 
again the Cotton Exchange functions. 
The mill by putting up a margin of 
about 10 per cent. simply buys from 
the cotton merchants for future delivery, 
and as its needs accrue sells its future 
contract and buys on the spot market 
the corresponding amount of whatever 
quality of cotton it requires. 

Succinctly, the New York Cotton 
Exchange is -to the cotton industry as 
the New York Stock Exchange is to the 
negotiability of securities. 





Convertibles and the Investor 


Advantages and Disadvantages, from the Investor’s Viewpoint, of 
Purchasing Convertible Securities or Issues with Warrants 


By WaLter N. Durst 
Of Steelman and Birkins, New York 


vestment world as in the every- 

day world. Booms have occurred 
in stocks for centuries but bonds have 
heretofore been considered as securities 
of investment quality whereas stocks 
were viewed as speculations. However, 
the writings of the last few years and 
the continued advance of the stock mar- 
ket have caused many investors to 
doubt the classic investment qualities of 
bonds compared to the profits possible 
in stocks. The high money rates of the 
last year have completed ‘the necessary 
setting for the popularity of convertibles 
(bonds or preferred stocks) or issues 
with warrants. 

In purchasing a bond, the investor has 
sought a certain fixed income and the re- 
payment of principal at maturity. In 
purchasing a stock, the speculator or in- 
vestor may be partially concerned with 
the dividend return but as a partner in 
the company’s business has harbored a 
hope of being able to receive an 
amount larger than his original invest- 
ment. With few minor exceptions, 
eé. g, bonds convertible into preferred 
stocks, the latter paying a higher rate 
of dividend than the interest rate on the 
bond, or short term notes convertible 
into long term bonds, the convertible 
issue or the issue with warrants is a 
combination of the two viewpoints. 

A convertible security is a bond, 
stock or note which is exchangeable, 
under certain conditions, for some other 
security, usually the common stock of 
the same corporation and usually ex- 
changeable at the option of the holder. 
A bond or stock, usually preferred, may 
ave warrants, said warrants being de- 
tachable or non-detachable, to nurchase 
stock, «:sually common, of the same 


Gen are changing in the in- 


corporation, under certain conditions. 
These certain conditions are chiefly the 
ratio of conversion or the price at 
which stock may be purchased and the 
time during which conversion or ex- 
ercise of warrants may take place. 
These hybrid types of securities offer 
a problem of the corporation versus the 
investor and present several features 
which the investor may well pause and 
consider. 


ADVANTAGES AND DISADVANTAGES 


In The Principles of Bond Investment 
by L. Chamberlain and G. W. Edwards 
it is stated: “The basis of the popular- 
ity of issues convertible into stock is 
the genuine alliance in them of invest- 
ment and speculative virtues. It is as 
if for once oil and water would mix. 
As an investment these bonds are to be 
judged like any other corporate obliga- 
tion—quite irrespective of the con- 
vertible feature. As a speculation, an 
issue convertible into stock will advance 
with the stock—there is no limit when 
the stock reaches the price at which the 
bonds are convertible, and until and 
unless the company has the right to 
retire the issue and exercises that right. 
On the other hand, however low the 
stock may fall, the bonds will not de- 
cline below their true investment value 
as an obligation of the company; and 
they may not decline even to the in- 
vestment level because of the potential 
speculative value of the conversion 
privilege. It is not, of course, neces- 
sarv to convert the bonds to realize 
profits.” 

However, Dewing in Financial Policy 
of Corporations takes an opposite view: 
“From an investment point of view this 
unison of apparent security with pos- 
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sible increase of value is a mistake. The 
investor for income is required to pay 
for the conversion privilege which’ he 
does not care for, and the speculator is 
required to pay for apparent security, 
which he does not want. Moreover, 
convertible bonds of unsubstantial se- 
curity may often command a market 
price, through the presence of the con- 
version privilege, which brings them 
into the class of bonds of high security. 
In this manner the investor deceives 
himself into believing that the con- 
vertible bond is a higher security than 
it is, or else deceives himself into be- 
lieving that he is getting the conversion 
privilege without paying for it—getting 
something for nothing.” 

The position of the holder is thus a 
hedge between investment and specula- 
tion. As M. Rollins stated in Con- 
vertible Securities as long ago as 1909: 
“It is the nearest approach in finance 
to ‘having your cake and eating it too’ 
that has been devised. Convertibility 


is a kind of premium which is put on 


the future, but which relieves the 
lender of capital from assuming any of 
what might be called the marginal risks 
of growth.” From the investor’s view- 
point, therefore, convertibles and _ is- 
sues with warrants represent a hedge 
between investment and_ speculation 
with the purchaser maintaining the 
role of investor up to the price which 
the issue would command on a pure in- 
vestment basis and above that he is a 
speculator and is paying the additional 
amount for the present or future abil- 
ity to convert or purchase stocks 
through warrants. The terms invest- 
ment and speculation are used in their 
orthodox classical meaning. 


SIMILAR AND PRESENT ERAS 


Several periods in the past have wit- 
nessed eras similar to the present. The 
earliest examples were naturally in the 
railroad field. One of the first con- 
vertible issues was the Erie Railroad 
issue of 1868 amounting to ten millions 
The years 1868, 1875, 1893, 1903, 
1907 and 1913 were periods of greatest 
activity in convertible financing. In 
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passing, it is noteworthy that several of 
these were years of financial stringency. 
The bond or preferred stock with war- 
rants is chiefly an innovation of the 
present era. In 1909 Convertible Se- 
curities by M. Rollins stated “that a 
careful search for all various kinds of 
convertibles of American corporations 
showed amount of live issues at $1, 
448,409,063; bonds, $1,140,675,600; 
notes, $160,675,000; stocks, $147,058,- 
463.” Such amounts represented im- 
pressive portions of total issues out- 
standing at the time. 

During the last few years, the con- 
vertible bond or preferred stock or the 
same issues with warrants have become 
increasingly popular. This is partly 
the result of the change in the attitude 
of the investor and a preference for 
common stocks. The decline of fixed 
interest and dividend paying obligations 
during the last year has accentuated 
this movement. The majority of trad- 
ing in all recent sessions of the bond 
market has been in convertibles. Total 
bond financing from New Year’s to the 
end of August amounted to $2,482, 
760,000. Of this total, $1,152,895,000 
or nearly 45 per cent. represented 
bonds with warrants or convertible 
bonds. During the same period about 
$540,000,000 preferred stocks with like 
advantages were offered. 

From the corporation’s viewpoint, 
these issues are advantageous under 
several conditions. During a period 
similar to last year, it is not a reflection 
of its credit standing to issue special 
types of securities. The conditions of 
the money market made it necessary. 
On the other hand, during most normal 
periods, such financing does reflect. If 
the corporation is successful it can 
issue “pure” bonds at a low rate or 
issue stock conferring valuable rights. 
However, if it is just beginning in busi 
ness or has been unsuccessful, the is 
suance of these “specials” will give an 
opportunity to trade on the equity and 
doubtless avoid an unwarranted price 
for the use of capital. In such a case 
the investor may pay too high a price 
for the security offered. 
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Such financing thus represents an at- 
tempt by the corporation to obtain cap- 
ital at the comparatively low rates of 
bond financing and at the same time 
give the investor an opportunity to 
participate in the prosperity of the com- 
pany. Or, from the investor's view- 
point, he is given the security of a 
bond, based on a mortgage, or the prior 
claim of a debenture or preferred stock 
and at the same time given the specula- 
tive possibilities of appreciation inher- 
ent in a common stock. 


CORPORATION AND INVESTOR 


Therefore it becomes necessary for 
the investor to analyze the situation 
closely or the corporation may seek to 
use its credit standing as much as pos- 
sible and give him as little “sweeten- 
ing” as possible. It may retain the ma- 
jority of the benefits of the financing 
and the investor may have slim _possi- 
bilities of converting or exercising his 
warrants. He may have to hold the 


“straight” bond or debenture to matur- 
ity or continue with the preferred 
stock, ex-warrants, or sell either at a 


considerable discount. In this com- 
promise between the investor and the 
corporation, the investor is at a dis- 
advantage, as the corporation has 
planned the financing and the investor 
must consequently consider several 
guiding principles. Several recent issues 
of convertible bonds strike a happy 
medium between the position of the 
two. And these issues have been popu- 
lar, due not only to their size but also 
to their hedge of the position of the 
two parties concerned 

The investor is offered an_ infinite 
variety of methods of conversion and 
to a minor extent of warrant privileges. 
The simplest case is that of conversion 
par for par, a share of stock for each 
$100 bond. Other issues are con- 
vertible at prices above par or $100 or 
at various prices during the coming 
years, or for a various number of 
shares, or by payment of a premium 
above pir or $100 for each share con- 
verted. or the number of shares pur- 
chaseabl through warrants may vary. 
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No-par stocks may be purchased through 
warrants or bonds or preferred stocks 
convertible at many prices, in some 
cases convertible as high as forty shares 
of stock per $1000 bonds or warrants 
to purchase at $25 per share. This part 
of the problem is entirely mathematical, 
although it may be complicated as 
discussed above. 


IMPORTANCE OF TIME 


By far and away one of the most im- 
portant features of these securities is 
the question of time. They are con- 
vertible or the warrants are exercisable 
during a certain period of time. The 
shorter the time, the greater advantage 
to the corporation and the longer 
the time, the greater advantage to 
the investor. During a long period 
the corporation may become successful, 
but during a short period, unless it is 
already successful, the odds are un- 
doubtedly against the investor. The 
investor should analyze closely a privi- 
lege lapsing in a short time, i. e., one 
or two years. 

The provisions of several of the out- 
standing issues may be reviewed. In 
the case of one of the most popular, 
the corporation has the use of funds at 
44 per cent. for at least one-half year. 
These bonds were offered at a time 
when the bond market demanded a 
higher coupon, and the company saved 
interest and financial prestige. The 
investor is given a high-grade bond and 
conversion may take place during a 
period of eight years. Through the 
options given, one can convert at $100 
a share and pay the difference, the cor- 
poration thus being able to realize 
nearly double the amount of bonds 
originally offered. For conversions up 
to the end of 1932, the corporation 
would be paying more on the converted 
stock than on the bonds, thus emphasiz- 
ing a leaning to the investor's side. 

In another case, the corporation has 
the use of the funds at 4/2 per cent. 
for two years. Another issue allows 
nine and one-half years for conversion, 
with the corporation having the use of 
the funds at 4'4 per cent. for but one- 
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half year. Their attractiveness is based 
on their immediate conversion value. 
The corporation would be paying but 
3 per cent. on the capital through con- 
version, consequently it is of advantage 
to the bondholder and to the corpora- 
tion to convert. 

In another case, the corporation has 
the use of the funds at 5 per cent. If 
the bondholders convert, they will re- 
ceive seven shares of preferred paying 
5Y per cent. or a total of $37.50 com- 
pared to $50 on the bonds. They also 
receive ten shares of common, but as 
long as dividends are not paid on the 
common it is to the advantage of the 
corporation to have the bondholders 
convert. The conversion terms are 
sufficiently attractive, fifteen years be- 
ing allowed, so that complete conver- 
sion will doubtless eventually take 
place. 


TWO EASY PROBLEMS 


The problem of the investor in de- 
ciding as to the purchase of a security 
of this type is relatively simple in two 
cases. If the bond or preferred stock 
is selling at about the price that it 
would bring without any privilege at- 
tached, and the outlook is promising 
for the corporation, the investor assumes 
little risk and possibilities of apprecia- 
tion are considerable, granted sufficient 
time to make the privilege of real value. 
For example, in early 1927 the Dela- 
ware & Hudson ‘5s were selling at 
about 115. They were worth ap- 
proximately such a price as a straight 
obligation and with the conversion 
privilege were attractive purchases as 
later market prices proved. 

The other “simple” case is that of 
practically offering stockholders the 
right to purchase additional stock at 
considerably below the prevailing mar- 
ket price. This is accomplished by of- 
fering the stockholders the right to pur- 
chase convertible securities, with the 
conversion privilege immediately or in 
the very near future having value, the 
stockholders purchasing such securities 
at par, with the conversion privilege 


making the bonds worth considerably 
above par. 

In direct contrast to such _illustra- 
tions, the conversion privilege or ex- 
ercise of warrants may be so remote as 
to be negligible. Or, if the investor has 
but two or three years in which to ex- 
ercise the privilege, it may not become 


valuable and he will have his original 


security and, depending on money 
market conditions, it may bring less 
than his purchase price. 


DISADVANTAGE OF SHORT PERIOD 


For example, last spring a corpora: 
tion offered debentures at a slight dis- 
count from par. On a “pure” basis 
they were worth about 85-90. The in- 
vestor was paying about ten points for 
the “sweetening.” Warrants expire at 
the end of 1930, being for the purchase 
at higher than market prices of that 
time and ten points above present mar’ 
ket prices. In such a case, the corpora: 
tion secures more than its share of the 
“bargain” with the investor. 

Another example is one of a con 
version privilege lasting three years. 
During the second and third years, a 
considerable premium must be paid to 
convert. The issue offered the investor 
must advance above this premium to 
make conversion valuable. Unless con- 
ditions are unusually favorable, a short 
length of time, i. e., one or two years 
for a new issue, is a detrimental factor 
to the investor purchasing securities 
having conversion privileges or wat’ 
rants attached. The ideal is to give 
the investor all the time possible. 


“DILUTION” CLAUSE 


The phrase “Provision will be made 
for the protection of the conversion 


privilege against dilution in certain 
cases” brings in another extremely im: 
portant point for the investor to check. 
If he has the option to convert into 
a stock or purchase stock at a certain 
price or prices and the stock is being 
continually increased or in other words 
his privilege is being diluted by stock 
dividends or the issue of additional 
stock to stockholders at below the mar’ 
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ket, without changing his conversion 
ratio or his warrant purchase price ac- 
cordingly, the privilege is of dubious 
value. The indenture is the one place 
to ascertain this point. Practically all 
“good” issues contain provisions pro- 
tecting the investor. However, even 
they may allow stock dividends of a 
small percentage, running as high as 
10 per cent. annually, or subscriptions 
to stock not exceeding 10 per cent. of 
the amount outstanding, and the con- 
version feature or exercise of warrants 
is pushed farther and farther in the 
future by such allowances. 

In the case of one popular copper 
debenture, provision was made for ad- 
justment of conversion prices in the 
event of stock dividends or any change 
in the par value of the stock but not 
for the creation of valuable rights to 
the stockholders. The offering of such 
rights forced the debenture holders to 
convert or witness their bonds decline 
greatly after the stock was “ex-rights.” 
The preferred stock of another cor- 
poration was convertible into common. 
The offering of rights to the common 
stockholders, without adjusting the con- 
version ratio, tended to force the con- 
version of the preferred. 


MINOR POINTS 


Bonds or preferred stocks with war- 
rants are sometimes confusing on a 
simple point. If a 5 per cent. bond or 
preferred stock has warrants, it may not 
sell “up” to the price expected, as the 
bond or stock itself may be worth 
about 80, depending on the money mar- 
ket and the credit standing of the cor- 
poration. The warrants may be worth 
20, or the whole bond or preferred 
stock worth only 100, whereas the in- 
vestor may, at first thought, believe it 
should be worth 120. 

Practically all convertible issues or 
issues with warrants are callable by the 
corporation. The conversion privilege 
is usually exercisable up to the date of 
call, the day previous or fifteen days 
Previous. Considerable money is lost 
by investors failing to convert in time 
or, if bonds with non-detachable war- 
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rants are called, failing to exercise the 
warrants. In most cases, warrants are 
detachable immediately or after a certain 
length of time and a separate market is 
created for the warrants. 

The recent increasing use of these at- 
tachments came with the introduction 
of foreign corporate dollar bonds. 
Privileges were attached to these for- 
eign securities to aid in their disposal. 
And this involved another problem to 
the investor, but one which is not 
wholly true of foreign securities. He 
may convert into or purchase a highly 
unmarketable security, or one market- 
able on a foreign stock exchange and 
payable in a toreign currency. An 
easy solution is to dispose of the orig- 
inal security, but he has the problem of 
reinvesting. Or he may be allowed to 
convert or purchase the security of an- 
other company. For example, a large 
copper company had 7 per cent. bonds 
outstanding convertible into the com- 
mon stock of the company but another 
company held practically 100 per cent. 
of the stock. Consequently, the market 
for this stock was unknown. Later the 
convertible bonds became very valuable 
but the unknown market value of the 
stock doubtless caused them to sell be- 
low their true worth for some time. 

Several other points are that con- 
vertible or warrant issues will tend to 
discount the conversion or privilege 
price rather than to lag behind it. A 
slight premium will be demanded for 
the future privilege. The use of such 
securities as a cover on short sales of 
stock is also important to the speculator. 
To the economist, such issues offer an 
important medium as a hedge on the 
price level, if the price level advances 
the privilege may be exercised and 
stock obtained, and if it goes down, the 
holder can continue his issue as an in- 
vestment. This assumes that he paid 
for the issue on an investment basis. 


WARRANTS VERSUS CONVERSION 


As to the relative advantages of con- 
version and warrants, conversion is 
usually easier to compute and tends to 
favor the investor or investor-speculator. 
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After conversion he has stock, whereas 
with warrants he has to hold the re- 
maining “pure” bond. An advantage 
of warrants is that the corporation will 
receive additional funds through sub- 
scriptions to stock via the warrants. 
Warrant issues are thus inclined to 
favor the corporation from these two 
viewpoints. In several popular issues, 
the general features of both are com- 
bined. However, in case of conversion 
the stock he receives may later be de- 
pressed in price lower than his bond, 
ex-warrants, the latter selling on a true 
interest basis. Conversion issues are in- 
direct stock offerings. Bonds with war- 
rants are to a greater extent bond of- 
ferings, especially if the warrants are 
exercisable during a comparatively short 
time. 

The convertible bond or preferred 
stock or the same issues with warrants 
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to purchase common stock are thus a 
hedge between investment and specula- 
tion and a compromise between the 
position of the investor and that of the 
corporation. Unless, with a favorable 
outlook, the investor purchases the is- 
sues at the price which they would 
command on a “straight” basis, or re- 
ceives the issues through valuable rights, 
he is practically purchasing the stock 
or paying for the future privilege of 
purchasing stock. However, _ these 
fashions in finance have many advan- 
tages to the investor. But he must be 
on his guard and consider the questions 
of time allowed, the operation of the 
dilution clause, the marketability of the 
security he may acquire and the broad 
questions of the possible advantages to 
him in contrast to those received by the 
corporation as well as that of the fu 
ture outlook for the corporation. 


S THIS issue of The Bankers Magazine 
goes to press, several thousand bank- 


ers from all parts of the country are 
assembled in San Francisco for the fifty- 
fifth annual convention of the American 


Bankers Association. In the November 
issue The Bankers Magazine will publish 
a carefully prepared digest of the proceed- 
ings of the convention, as has been its 
custom in reporting previous annual meet- 
ings of the association. The November 
issue will serve as a valuable permanent 
record of this important gathering of the 
bankers of the country. 





Making Checking Accounts Pay 


How the Banks of Providence, R.I., Have Successfully Solved the 
Problem of the Unprofitable Checking Account 


By Eart S. CRAWFORD 
Vice-president Industrial Trust Company, Providence, R. I. 


dence began to give serious con- 

sideration to the rapid increase in 
the number of unprofitable checking 
accounts. In fact, ever since cost ac- 
counting disclosed that the account of 
$30 or $40 failed to pay, even for the 
stationery required, the problem has 
been a puzzling one. 

Previous to 1925, several local banks 
had adopted varying service charges. An 
alternative to this was to require a mini- 
mum initial deposit of $100 to open an 
account. Other members of the Clear- 
ing House Association, including our- 
selves, did neither. As a result, over 
one-third of the new checking accounts 
opened here showed less than a $100 
initial deposit. We were literally in- 
viting the unprofitable accounts which 
our competitors were trying to put on 
a profitable basis. 

In April, 1924, an examination of the 
ledgers in our main office disclosed that 
over 6000 accounts carried average 
balances of $34.81. These accounts 
represented a little over $209,000 to us 
in deposits, and as they were all active, 
averaging twelve checks and two de- 
posits per month, it did not require an 
expert accountant to tell us of the tre- 
mendous loss we were sustaining. Our 
records further indicated that over 70 
per cent. of our trouble in regard to 
bad checks was located directly in this 
division. 

_ To ask for a minimum initial deposit 
is more or less futile, because if the 
prospective depositor does not have the 
required amount, he will borrow enough 
to make up the deficiency, paying for 
this temporary loan with his first check. 
Other banks charge a flat rate of from 
50 cents to $1 or more, when aver- 


F sexs in 1925, banks in Provi- 


age or daily balances drop below a 
certain amount. Another method is to 
calculate a fee, based on the average 
balances of the month and the activity 
of the account. This demands a certain 
amount of expensive calculation, at the 
same time it is not always accurate. 
Further it is often more or less unex- 
plainable to the depositor’s satisfaction 
when he raises a question concerning the 
fee 


A FAIR SOLUTION 


That the minimum flat rate service 
charge is a fair and efficient solution 
of the problem is generally agreed upon. 
Experience has shown that a 50-cent 
monthly charge is insufficient, and the 
waiving of the service charge due to the 
association of the chargeable account, 
directly or indirectly, with one of pay’ 
ing proportions, is also questionable, as 
it leads to countless exemptions and dis- 
satisfactions. This is readily compre- 
hended when John Smith, who carries a 
$70 account, discovers that Bill Jones, 
his neighbor, with a $20 account, is 
exempted, because Jones’ wife has an 
uncle carrying a balance of $10,000. 

The Providence Clearing House Asso- 
ciation recommended a $1 monthly 
charge figured on daily balances, every 
account to be treated on its own basis, 
and the regulation was adopted by all 
Providence, Pawtucket, and East Provi- 
dence banks in June, 1925. Following 
is the statement sent to depositors in 
these localities inaugurating the policy: 


“The Providence Clearing House As 
sociation has recommended to all banks 
in Providence, Pawtucket and East 
Providence the adoption of a service 
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Mr. John Smith 
111 Sestuinster St. 
Providence, R. Ie 


Mr. John Suith 
111 Westminster St. 
“Providence, R. Is 


INDUSTRIAL TRUST COMPANY 
PROVIDENCE, RHODE ISLAND 


Statement for month of August 1929 


INUUSTRIAL TRUST Co., PROVIDENCE, R. |. 
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Sample form used by the Industrial Trust Company of Providence, R. I., to make 


checking accounts as profitable as possible. 


The figures and dates are checked at the 


end of each month to determine those accounts which have gone below $100 any time 
during the month. 


charge of not less than One Dollar ($1) 
per month on all checking accounts the 
ledger balance of which is less than One 
Hundred Dollars on any one day in any 
month. 

“This charge will in no way apply to 
savings or participation accounts. 

“The only exceptions to be made are: 

(a) Accounts against which no checks 
are paid during the month. 

(b) Accounts of the United States, 
the State of Rhode Island, and cities 
and towns of the State of Rhode Island. 

“In applying this charge, every ac- 
count will be treated on its own basis 
and will not be considered as a part 
of any other account. 

“The experience of this Company and 
of many other banks throughout the 
country shows that checking accounts of 
less than $100 cannot be carried except 
at a loss, and it is to minimize the net 
cost of handling these accounts that a 
service charge is recommended, rather 
than with the idea of seeking a profit. 

“This Company therefore has adopted 
the above recommendation of the Provi- 
dence Clearing House Association, to 
go into effect on July 1, 1925, the first 
charge to be made on checking accounts 
subject thereto at the end of that month. 

“We ask the co-operation of our de- 
positors in this matter in the interest of 
good service with the assurance of our 


earnest purpose to give to the com 
munity every banking facility that is 
consistent with proper business methods.” 


NO MONTHLY AVERAGE NEEDED 


It will be noted from the above state- 
ment that the charge is made “on check- 
ing accounts, the ledger balance of which 
is less than $100 on any one day in any 
month.” This immediately does away 
with the necessitv of carrying monthly 
average balance records for every single 
checking account. 

Banks hesitate to inaugurate a service 
charge, believing it will cause the loss 
of many accounts, and invite adverse 
criticism. Others fear unfavorable news: 
paper publicity which might be detri’ 
mental. However, Providence banks, as 
well as hundreds more located in all 
parts of the United States, have found 
these objections of minor importance. 
In fact, many depositors, who have with- 
drawn their balances feeling a service 
charge unwarranted, have returned later 
to re-open their accounts after a most 
annoying experience of trying to pay 
their bills in cash. 

As we were somewhat curious to 
know exactly what happened to our 
6000 accounts after the adopting of the 
Clearing House regulation, we care’ 
fully compiled records which indicated 








that 30 per cent. of these depositors 
closed out, 30 per cent. increased their 
balances to avoid the charge, and 40 per 
cent. remained with us and are now pay- 
ing a charge. 

When the rule went into effect, the 
question was how to manage the routine 
part of the work in collecting the charge 
in such a manner as to make it most 
profitable. It was evident that the 
charge would be useless if the expense 
of collection absorbed the revenue. It 
can be readily seen that with thousands 
of active checking accounts in our main 
office, not including other thousands in 
our various branches in the city, this 
was no small problem. In order to 
handle the detail involved, we devised 
a method which has proved to be satis- 
factory both from our viewpoint and 
that of the depositor. 


A NEW USE FOR STATEMENT STUBS 


The monthly statements, before being 
cent to customers, have at the left a stub 
used to carry over the old balance for 
the statement machine to work with. 
Formerly these stubs were discarded 
after having served their purpose. 
Along one side of these stubs we now 
have printed a statement of the dollar 
rervice charge, and an explanation of 
why it has been charged. This makes 
it possible to send them to depositors 
whose accounts drop below $100. The 
stubs give the various balances during 
the month, with the date of each. With 
this detailed account customers can see 
immediately on what date their balances 
were below the minimum requirements. 

When the statements are completed, 
the stubs are cut off, and then taken by 
clerks who run through the amounts of 
each slip. Those showing balances for 
one day of less than $100 are sorted out 
to be sent “as is” to the depositors as 
charge slips; those showing no amounts 
below $100 are discarded, having served 
their usefulness. Thus the stubs save 


the entire routine of making out separate 
debit slips by pen and ink. We find 
that it takes but three or four clerks a 
comparatively short length of time to 
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The entire stub of the form, which is 
sent to the customer whose account drops | 
below $100. 


examine these slips. The scheme is eco- 
nomical from a time and labor stand- 
point. 

Also there is the complaint question. 
With other methods of handling the 
routine, depositors cannot comprehend 
readily why they are charged, as many 
of them do not take the trouble to find 
out how much their balances are at 
various dates. As a result many in- 
quiries and complaints are bound to 
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arise, unless you definitely hand the de- 
positor the detail necessary for him to 
understand the situation. We have used 
this idea now for three years, and it is 
a rare instance to have one of these stubs 
brought back for adjustment. This 
naturally is an important point in satis- 
fying our customers. 


STUB SERVES THREEFOLD PURPOSE 


From our experience, the formerly 
useless stub now serves three very im- 
portant purposes—as a labor saver, as 
a charge slip, and as a positive and 
efficient system of determining those 
accounts subject to the charge. It will 
thus be seen that the collection of the 
charge costs us practically nothing. 

Numerous banks keep average balance 
cards for every account. This means the 


daily balance of each depositor has to 
be transferred to a card or slip. This 
record is footed each month, the average 
balance computed, after a lot of “ifs,” 
“ands,” and “buts” have been reckoned 
with. The charge is then passed or not, 


depending on the amount of the aver- 
age balance. 

By another method, where average 
balances are not concerned, as book- 
keepers work on their ledgers, they are 
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supposed to note daily, those accounts 
whose balances are below the minimum 
requirements. Against such balances an 
identification mark is placed, and a 
slip made out immediately for a debit 
against the account. This operation is 
troublesome from more than one view- 
point. Bookkeepers are constantly con- 
fronted with watching for these low 
accounts. This takes a great amount 
of time constituting a “hand c.rved™ 
way of doing the work. Many a. ounts 
are overlooked which should hay. been 
charged, and consequently a direc loss 
to the bank is involved. On the other 
hand, if the bookkeeper notices a low 
account, makes out the usual debit slip 
but forgets the identifying mark, that 
same account is liable for another charge. 
This results in an overcharge and a 
highly indignant customer, at least for 
the moment. 

To those bankers throughout the 
country who are considering a method 
of stopping the loss due to the carrying 
of many unprofitable accounts on their 
books, we heartily commend the phras’ 
ing of the Providence Clearing House 
Association regulation, and the method 
indicated of handling the detail, as a 
highly satisfactory and economical solu- 
tion of this problem 





Should a Bank Invest in Bonds? 


A Discussion of Four Important Questions of Investmént Policy 
Confronting the Commercial Bank 


By GEorGE W. EDWARDS 
Economist, Stone & Webster and Blodget, Inc. 


HATEVER may be the purely 

\ / theoretic views as to whether or 

not banks should place their 
earning assets in bonds instead of com- 
mercial paper, they are faced with the 
coldly practical fact that they have no 
other choice. This situation exists be- 
cause there is no longer sufficient sound 
commercial paper available to absorb the 
assets of the banks. Open market com- 
mercial paper in the form of promissory 
notes, which in past years were widely 
used to finance the current needs of 
large business enterprises, has now about 
disappeared. In fact most of the leading 
note brokerage houses are today selling 
investment securities. Commercial paper 
in the form ot acceptances, although 
possessing a high degree of safety and 
liquidity, has never developed extensive- 
ly in this country. For these practical 
reasons it is obvious that banks must of 
necessity in most cases place a large 
part of their assets in bonds. 

The present article will seek to answer 
the following questions of investment 
policy confronting the commercial 
banker. 

Is it profitable to invest in bonds? 

To what extent should a commercial 
bank invest in bonds? 

What bonds should be bought? 

What should be the general invest- 
ment policy of a commercial bank? 


IS IT PROFITABLE? 


Since the beginning of 1928, the bond 
accounts of most commercial banks have 
been in the red, and the recent state- 
ments of the Comptroller of the Cur- 
rency and the reports of the state bank- 
ing department show considerable de- 
Preciation in bond investment values. 


The reason for this decline is seen in 
the following table indicating the yields 
on the various classes of bonds from 
January, 1928, to August, 1929. 


Average Yields on Bonds 
January August Net 
1928 1929 Change 
Per cent. Per cent. Per cent. 
15 Industrials ....... 4.76 5.09 +0.33 
15 Raitroads: .0..6«< 4.18 4.67 +0.49 
15 Public Utilities. . 4.68 4.90 +0.22 
15 Municipals...... 3.89 4.28 +0.39 


Classes of Bonds 


Combined yield. ..4.38 


4.73 +0.35 

However a complete judgment of the 
profit or loss in bonds should not be 
based on the figures for the last year 
which by itself has been abnormal. 
Rather a study should be made over a 
longer period of time. Quite similar to 
1929 was the year 1921, but in the period 
between these two years the record for 
bond holdings of banks has been highly 
satisfactory. Within this period the per- 
centage of losses on bonds have been 
much less than on commercial paper as 
is indicated in the following table: 


Percentage of losses on securities and com: 
mercial loans by national banks (1922-1928) 


Loss on bonds Loss on loans 
and securities and discounts 


0.73 1.20 
0.43 1.02 
0.48 0.86 
0.44 0.75 
0.41 0.70 
1927 0.43 0.62 
1928 0.41 0.61 


Report of the Comptroller of the Currency, 
1928, p. 57 


Year 


1922 
1923 
1924 
1925 
1926 


Not only have losses been relatively 
small, but in addition banks have derived 
satisfactory returns from their security 
holdings. In 1927 and 1928 they re- 
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ceived $583,000,000° in interest and 
$110,000,000 in profits on the sale of 
their securities. 

Aside from the financial gains thus 
derived by banks from their bond hold- 
ings, these have brought various inherent 
advantages in serving as an excellent 
secondary reserve and as highly satis- 
factory collateral for loans or as ac- 
ceptable security for public deposits. 


EXTENT OF BOND ACCOUNT 


The proper extent of the bond account 
of the commercial bank may be deter- 
mined by several practical tests. In the 
first place the banker should decide upon 
a definite ratio between his bond hold- 
ings and his capital resources consisting 
of capital, surplus and undivided profits. 
Regarding this ratio bankers have gradu- 
ally changed their view, just as they 
have altered their opinion on the proper 
proportion of loans to capital resources 
In former years, as seen in the reports 
of the Comptroller of the Currency, 
banks gradually expanded their com- 
mercial loans until they equalled the 
amount of their capital resources. When 
the more daring members of the pro- 
fession wandered beyond this limit, they 
were frequently called to task by the 
more timid. 

The same view was expressed when 
the volume of investment holdings 
steadily mounted in proportion to the 
capital resources of banks. In 1913, 
when the investment holdings of com- 
mercial banks approached $2,000,000,- 
000, a leading authority of the day 
raised a warning finger and proclaimed 
that “this condition seems to call for 
remedial action, restrictive on the one 
hand in the form of some limitation 
upon the present complete freedom of 
the banks to make such investments, and 
positive on the other hand in the pro- 
vision of more acceptable kinds of 
investment for unemployed funds.” 
(American Economic Review, 1913, p. 
813.) 

What would the financial Cassandras 
of those days have said if some Delphic 
oracle could have prophesied that the 
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Federal Reserve Board in 1929 would 
report that “between the middle of 1925 
and the middle of 1928 member bank 
holdings of investments increased from 
$8,863,000,000 to $10,758,000,000 and 
their loans on securities from $6,718, 
000,000 to $9,068,000,000. At the 
present time, of the total volume of 
nearly $35,700,000,000 of loans and 
investments of member banks, more 
than 57 per cent. are either in invest- 
ments or in loans on securities. Securi- 
ties thus underlie considerably more 
than half of the outstanding volume of 
member bank credit.” (Report of the 
Federal Reserve Board, 1928, p. 8.) 

In answering the above question of 
the proper ratio between investments 
and capital resources, the following table 
showing in detail the percentages for 
central reserve, reserve and non-reserve 
cities since 1924 is helpful: 


Percentage of investments to capital resources 
of national banks (1924-1928) 


Central 
Reserve cities 
(New York and Reserve 


Non- Reserve 
Chicago) cities iti 


cities 
12.9 
13.0 
1:9 
13.0 
13.1 


12.9 
Reports of the Comptroller of the Currency 


1924 4.3 5.4 
1925 : 


ok 
1926 . S| 
1927 : 9 
1928 Be) 


Average ....4.2 


From this table it is seen that non- 
reserve or country banks have a. greater 
proportion of investments in relation to 
their capital resources than banks in the 
large cities. 

Another test of the extent of a bank’s 
bond account is its proportion to demand 
and to time deposits. This ratio for the 
various classes of member banks is given 
in the table on the opposite page. 


WHAT KIND OF BONDS? 


In the first place the commercial 
banker should keep in mind the neces: 
sity of selecting bonds from the stand- 
point of the security of the principal 
and stability of income. Commercial 
bankers at the present time are faced 
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Percentage of investments to demand and time deposits of national banks 

















(1924-1928) 

New York and Chicago Reserve Non-Reserve 

Demand Time Demand Time Demand Time 
1924 10.24 18.68 12.91 23.55 30.45 55.54 
1925 10.16 17.88 14.34 25.24 30.44 53.59 
1926 9.49 16.20 14.30 24.42 30.41 51.91 
1927 9.84 14.69 16.90 25.23 31.79 45.01 
1928 11.43 19.27 19.53 25.90 34.00 45.09 
Average ...-- 10.23 16.54 15.59 24.87 31.42 50.23 


with keen competition for deposits, and 
therefore often allow high interest rates 
on these deposits. In order to be able 
to pay these high rates, they are at times 
tempted into buying issues which offer 
high yields. In this connection it is 
necessary to understand the simple in- 
vestment principle that in general yield 
varies inversely with safety, and there- 
fore a higher yield usually represents 
a premium for greater risk involved. 
Marketability is also an important prin- 
ciple to be observed by the commercial 
banker, since he is always faced with 
the problem of liquidity. Bonds prob- 
ably have a higher degree of market- 
ability than commercial bankers usually 
realize. In time of emergency in the 
past bonds have often proven a better 
reserve than commercial paper. Thus, 
in the critical period of the spring of 
1920, banks were able to liquidate their 
investment assets more quickly and with 
smaller loss than their commercial paper 
holdings. The importance of bonds as 






DISTRIBUTION 





Central 
Reserve cities 
_ ’ Per 
Domestic Dollars cent. 
United States, state, 


county, municipal .... $841,489 66.93 


OF SECURITY HOLDINGS OF NATIONAL BANKS IN 
(000 omitted) 


collateral should also be considered by 
commercial bankers, particularly if they 
follow the practice of obtaining advances 
from the Federal Reserve banks or from 
their New York City correspondents. 
Again, the problem of tax exemption, 
important in the case of municipal and 
state bonds, is an essential factor. The 
possibilities of appreciation should also 
not be neglected. In fact many com- 
mercial banks were able during the last 
year of a declining bond and a rising 
stock market to overcome security losses 
and even to show profits by holding well 
s lected convertible bonds. Thus, while 
banks may not directly hold stocks, still 
they may indirectly gain from a rise in 
the value of equities. Finally, diversifica- 
tion is an important factor to be observed 
in order to attain the above principles 
of sound investment. 

How the banks actually sought to 
apply these principles is seen in the fol- 
lowing chart showing the distribution of 


security holdings of national banks in 
1928. 


1928 





Reserve Country 
cities Banks Total 
Per Per er 
Dollars’ cent. Dollars cent. 


Dollars cent. 


. $1,369,211 63.72 $1,520,928 40.65 $3,731,628 52.21 
PR, is. ce drewie soni 101,076 8.04 154,639 7.20 425,292 11.37 681,007 9.53 
Other public service 

corporation bonds .... 45,426 3.61 135,436 6.30 561,932 15.02 742,384 10.39 
All other ee 105,428 8.39 239,540 11.15 683,235 18.26 1,028,203 14.39 
Stock of Federal 

Reserve Bank ........ 21,464 2.72 27,848 1.30 41,814 1.12 91,126 1.27 
— Si GE exis sa 21,011 1.67 52,416 2.44 31,784 0.85 105,211 1.47 

ims, 

warrants, judgments.. 3.791 0.30 17,239 0.80 61,550 1.65 82,580 1.16 
Collateral trust, other 

*orporate obligations. . 43,986 3.50 36,346 1.69 55,368 1.48 135,700 1.90 
Foreign Government Bonds 
Russian, German, Austrian 2,128 0.17 5,139 0.24 10,593 0.28 17,860 0.25 
Other foreign 

government bonds ..... 40.619 3.23 56,168 2.61 181,843 4.86 278,630 3.90 
Other foreign bonds 

and securities including 

those of municipalities 30,861 2.45 54,851 2.55 167,007 4.46 252,719 3.53 

MMO! cudecasereeees $1,257,279 100 $2,148,823 100 $3,741,346 100 $7,147,448 
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The detailed statement of these hold- 
ings according to geographic distribution 
is given in the annual report of the 
Comptroller of the Currency, and a 
banker would do well to compare his 
holdings with the total of other banks 
in his own locality. 


GENERAL INVESTMENT POLICY 


In the first place the commercial 
banker must realize the importance of 
his bond account not as a temporary, 
but as a continuous placement of his 
funds. As noted above the so-called 
commercial banks are actually extending 
more non-commercial credit and it is 
therefore essential for bankers to study 
investment credit as carefully as they 
analyze commercial credit. 

While the commercial banker should 
thus develop a continuous investment 
policy, at the same time it must be flex- 
ible. He must realize that he cannot 
operate on the assumption that invest- 
ment securities, because they are sound, 
should not be changed. In fact an in- 
vestment which is good today may not 
be tomorrow, and even high grade bonds 
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purchased today should be sold to 
morrow, if conditions change. This policy 
of switching, while often criticized, 
must be followed in order to avoid the 
losses arising from changes in the busi- 
ness cycle and in the money market. 

In solving these various problems, the 
commercial banker can benefit from the 
advice of an investment house which, 
on its own account, is closely following 
changes in the security markets. The 
commercial banker would do well in 
not making haphazard purchases, but in 
developing a close relation with an in- 
vestment house which is in a position 
to give his investment list continuous 
supervision. For this purpose the invest- 
ment house should know the problems 
which are peculiar to the commercial 
banker’s institution and, knowing these 
factors, will be in a better position to 
render him a real investment service. As 
the success of the interior bank has in 
the past been influenced by his corre- 
spondent relations with New York com- 
mercial banks, so his welfare today is 
considerably determined by his corre- 
spondent connections with New York 
investment houses. 


S THIS issue of The Bankers Magazine goes 

to press, several thousand bankers from all 
parts of the country are assembled in San Fran- 
cisco for the fifty-fifth annual convention of the 
American Bankers Association. In the November 
issue The Bankers Magazine will publish a care- 
fully prepared digest of the proceedings of the 
convention, as has been its custom in reporting 


previous annual meetings of the association. 


The 


November issue will serve as a valuable perma- 
nent record of this important gathering of the 
bankers of the country. 
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Helping the Farmer Merge 






The Movement Toward Farm Mergers and What the Banks Are 


Doing to Aid It 


By RosBert STEWART 


Dean of the College of Agriculture University of Nevada 


hotels, newspapers, magazines, fac- 

tories, churches, clubs and even boot- 
leggers, agriculture alone seems to main- 
tain its isolation and the farmer, true 
to tradition, is still an extreme indi- 
vidualist trying to do business in an 
organized state of society and with a 
productive unit designed for other days 
and conditions! Farming is no longer 
a mere mode of life, but is a distinct 
business proposition, yet the farm and 
the farm home are still inseparable. The 
farmer's operative plant is still con- 
nected with the farm home just as home 
and manufacturing were inseparable in 
the days of the guild, before the advent 
of the modern factory. Six and one- 
half million isolated farm units are 
operating alone in this day of the large 
mergers in other lines of industry. The 
American farm is thus a small sized 
operative unit. Over 60 per cent., or 
4,259,383 farms, are less than one 
hundred acres in size with a capital in- 
vestment of only $4161. How can such 
a small manufacturing plant hope to 
succeed under modern conditions as a 
going business concern? Is not the small 
sized productive unit one of the most 
important contributing causes of the 
farm problem as it exists today? 

The tendency to merge small farm 
units into larger operative groups is 
slowly making headway in agriculture. 
The reasons for making such farm 
Mergers in agriculture are identical with 
those in industry, i.e. the reduction of 
productive costs by securing efficient 
Management. In this tendency many 


ie this day of mergers of banks, 


financial institutions are playing a lead- 
ing part. Since the agricultural depres- 
sion of 1920 much farm land has been 
taken over by insurance companies, 


mortgage loan companies and commer- 
cial banks. 

Since the earnings of the farm justify 
a higher sales value of land than that 
now prevailing, the sale of this land at 
current prices seems to be wholly un- 
justified as the land really has an earn- 
ing capacity which would justify a price 
far above that which could now be 
realized, even if a sale were possible. 
Operation of such land by isolated 
tenants is also unsatisfactory. Further- 
more many commercial banks have farms 
left to them in trust which must be 
operated. These land owning agencies 
are thus forced to devise some method 
of operating these farms whereby con- 
stant heavy loss may be prevented. 


HOW BANKS ARE HELPING 


Many banks have solved the problem 
by creating a farm management depart- 
ment with an expert agriculturist in 
charge. This movement has made par- 
ticular headway in the corn belt during 
the last few years. A bank in Cham- 
paign, Ill., has such a farm management 
department with J. J. Johnson in charge 
as farm manager. Mr. Johnson manages 
thirty-two farms with an aggregate of 
7500 acres of land. This is a big unit 
farm comparable with the larger produc- 
tive units in industry. The thirty-two 
individual farms in this unit are operated 
by tenants working under the direction 
of Mr. Johnson as farm manager. 

He lays out a definite cropping system 
for each farm for many years in ad- 
vance. Each farm is mapped and the 
soil of each field tested for limestone 
requirements and other needs. Corn is 
the principal crop grown in this region. 
The tendency in the past has been for 
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if the boss - - . 
did the filing 


N eye-opening day for the 

boss! . . . “Mighty impor- 
tant papers go into files. A pretty 
serious matter if they’re misplac- 
ed. The wise thing to do seems 
to be a check-up on this filing 
system right away.” 

* But who’s going to do it? Who's 
going to take the time to investi- 
gate and recommend a change? 
The answer is the L. B. Indexer. 
Here is a young woman whose 
training and experience have 
made her expert in the revision 
of ailing files. She knows the 
checks and short-cuts of her craft. 
She is a teacher who imparts her 
amazing skill to a client’s per- 
sonnel. 


Stage an L. B. Indexer’s audit of 
your records and your files. Put 
on her capable shoulders the 
extra burden of installing new 
systems. Turn to her for any 
emergency office task. 

Call in the Man from Remington 
Rand and discuss L. B. Indexing 
Service with him in detail. Call 
him in today. 


Library Bureau Division 


Remington Rand 


BUSINESS SERVICE 


BUFFALO, NEW YORK 
Sales Offices in All Principal Cities 
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the farmer to crop the land without 
thought to maintaining its productivity. 
Under Mr. Johnson’s direction a definite 
plan looking toward the maintaining of 
the fertility of the land is followed with 
profit to both the tenant and the bank. 
The cost of management is about $1.00 
per acre, which is certainly a cheap 
method of insurance against loss in 
farming. 

Before the bank took over the man- 
agement of these farms many of them 
were constantly losing money. Yet one 
such farm of 320 acres under Johnson’s 
direction has paid 6 per cent. on the 
investment during the last five years. 
The net returns during this period on 
this farm have been $19,620. 

The Citizens National Bank of Deca- 
tur, Ill., is another mid-west bank that 
operates a successful farm management 
department. As was the case with many 
banks during the prevailing agricultural 
depression, the bank found itself in 
control of much farm land which 
threatened to become a burden on the 
bank unless something drastic was done 
about the matter. The bank organized 
a farm management department with 
W. W. McLaughin, an expert farm 
adviser, in charge. Mr. McLaughin is 
a farm boy who was trained in agricul- 
ture at the University of Illinois and 
who subsequently had:a wide experience 
as a county agent in that state and also 
five years’ experience as farm manager 
for private individuals. His success as 
farm adviser for the LaSalle County 
Farm Bureau attracted the notice of the 
bank management and he was placed in 
charge of the farm management depart- 
ment of the bank several years ago. 


THE BANK AS FARM MANAGER 


The farm management department of 
the bank has 10,000 acres of farm land 
under its direction, comprised of twenty- 
eight individual farm units, each oper- 
ated by a tenant but all under the man- 
agement of Mr. McLaughin as farm 


manager. The responsibility of making 


the several farms pay rests directly on 
his shoulders. The bank expects results 
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on the right side of the ledger. Mr. 
McLaughin consequently carefully plans 
the work for each farm and then regu- 
larly makes visits to each farm monthly 
to see that the recommended program 
is carefully carried out by his tenants. 
As an indication of his activity he drives 
his car three thousand miles per month 
visiting his tenants. 

He reports that the first step in his 
program is to secure the full co-operation 
of his tenants. Any farm management 
program is useless if the tenant is not 
in full sympathy with the various pro- 
posals. Mr. McLaughin sells the tenant 
the idea that he is on the job to help 
the farmer make more money and is 
not there simply to “boss” the job. 
When the tenant’s interest is thus 
aroused it is not difficult to get him 
vitally concerned with good seed corn, 
better planned crop rotations and a 
program for soil improvement. 

Last season he distributed one bushe! 
of superior seed corn costing $8.50 per 
bushel to each of his tenants. This 
amount of seed corn was sufficient to 
plant eight acres, thus insuring sufficient 
seed corn of a high quality for the 
following years. Two of the tenants 
reported markedly increased yields from 
this better seed corn. G. H. Malone of 
Emery Station, IIl., obtained an increased 
yield of eleven bushels of corn from this 
seed over ordinary seed used, while 
George Henry of Hammond, IIl., re- 
ceived an increased yield of eight bushels 
of corn. 


INCREASING CORN YIELD 


Mr. McLaughin, in discussing these 
results, says, “These results are rather 
unusual increases and more than one 
would expect on the average but it is 
interesting to note that in every case 
where this tested seed corn was planted 
beside untreated seed that there was an 
average increase in yield of about five 
bushels.” 

These tenants are now vitally inter- 
ested in better seed corn and over 400 
bushels of this corn was saved last year 
for use during the current season. One 





Lights will be blazing tonight 
IN MANY A NEW ENGLAND TOWN 


- Attleboro, a factory is humming twenty-four hours a day 
turning gold into watch chains for next Christmas trade. In 
Bridgeport, a production manager, telegram in hand, wonders 
if three eight-hour shifts will turn out radio parts in time to 
meet a pressing order. In Worcester it may be grindstones, 
Hartford—airplane motors—night shifts are working to meet 
the nation’s incessant demand for New England products. 

Two hundred and seventeen separate and distinct industries 
operate here, and New England’s prosperity, because of its 
amazing diversity, does not depend on any single one. 

There are genuine opportunities here today for new ventures. 
A bank which has served New England since 1784 will supply 
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farmer, who in forty years’ experience 
as a farmer had never hand-selected his 
seed corn, hand-picked twenty bushels of 
seed corn last year. 

Regarding the value of good seed 
Mr. McLaughin reports that, “A further 
demonstration that good seed corn will 
sll itself to good tenants is shown by 
their signed agreement to send more 
than two hundred bushels of corn to 
seed testing laboratories this winter. We 
have arranged to have the tenants pay 
a portion of this testing expense and 
they can afford to pay it because not 
only will the disease-free seed yield 
better, but it will frequently grade 
higher on the market. 

“George Greekle, who operates one 
of the Burnes farms near Elkhart, IIl., 
sold some of the corn to the Elkhart 
elevator at a premium for October de- 
livery. His corn was from disease-free 
seed, graded No. 4, while the other part 
of his crop graded No. 5. 

“The elevator paid three cents per 
bushel more for No. 4 corn and since 
this field was yielding about sixty 
bushels per acre the net profit as a result 
of the experiment was $1.80 per acre.” 

The use of better seed is only a small 
part of Mr. McLaughin’s program for 
profitable farming by his tenants. His 
plans call for the improvement of the 
soil by the use of lime, phosphate and 
legumes. A well planned system of crop 
rotation is provided for each farm to 
meet the needs of that particular farm 
and tenant. Some livestock is used but 
in general his tenants are grain farmers 
only. The bank also provides a suit- 
able system of bookkeeping for each 
farm so that the individual tenant knows 
just where he stands. Quantity pur- 
chases are made for all tenants, thus 
teducing the cost of operation. 


MANAGING SEVENTY FARMS 


Another mid-west bank that has a 
farm management department is the 
First State Trust and Savings Bank of 
Springfield, Ill, with Frank H. Mc- 
elvey in charge as farm manager. He 
as seventy farms varying in size from 


40 to 1000 acres, the total acreage being 
16,000 acres with a gross value of 
$3,000,000. During 1924, one of the 
hard years in agriculture when many 
farms were in the red, Mr. McKelvey’s 
farms paid 2'4 per cent. on the above 
valuation. How was it done? 

Mr. McKelvey, by efficient manage- 
ment, crop rotation and soil improve- 
ment, had so improved his own farm 
that it produced twice the average yield 
of his district. This was the type of 
man selected by the bank to manage its 
farms. His methods are those developed 
by the experiment stations during the 
last forty years but which have been 
utilized only by the very few.. Mr. 
McKelvey adopted a definite system of 
management in which he regarded each 
farm as a separate department as in 
an industrial organization. Each farm 
must pay its way. If failure occurs the 
cause is determined at once. The failure 
may have been due to the man, his tools, 
his soil or methods. Whatever the cause, 
the proper correction is made at once. 
If the failure is due to the tenant’s 
methods or tools he must change them 
or he is changed. If the trouble is due 
to the soil, it equally is improved or 
more suitable crops are grown. 

Much of the soil on many of the farms 
under his direction was of poor quality 
and needed improvement. The tenants 
on his farms were required to practice 
a four or five-year rotation and to have 
from 20 to 25 per cent. of the land in 
clover. Provision was made for plow- 
ing under the clover as green manure 
or else producing seed and plowing 
under the chaff. Clover is an important 
soil builder and has improved the fertil- 
ity of many of the soils of the country. 


WHERE SIMPLE THINGS MATTER MUCH 


Full advantage “also is taken of all 
scientific information which is available. 
Simple things make a big difference in 
the results obtained. He insists that 
corn be planted between May 10 and 
May 20 as governmental reports for his 
district indicate that this period is 
usually followed by a wet spell when 
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mid-western banker 
had heard of our 
unique method of handling 


call loans. He placed his 
funds on call through the 
Interstate Trust Company. 


Within a period of a few 
weeks we had saved several 
hundred dollars for this 
correspondent. 


Inquiries regarding this P. erhaps we could do the 


subject will be answered same for you. 
fully and promptly. 


INTERSTATE 


TRUST COMPANY 


Main Office—37 Wall Street 
New York City 
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corn planting is impossible. His winter 
wheat is planted as soon as the state 
entomologist reports danger from the 
Hessian fly is past. His seed wheat is 
always treated for smut before planting. 
As a result of these precautions his crops 
are sure and as free from disease and 
insect pests as it is humanly possible to 
make them. Nothing is left to chance. 

He visits each farm only about once 
each month but he has a map of every 
farm with the separate fields therein 
outlined and the crop of the current 
year indicated. He knows the average 
yield of crops for the neighborhood. If 
the yield * crops for a given farm is 
consistently poor year after year, the 
soil is weak and plans are made imme- 
diately to build it up. If the yields 
suddenly fall off for a single year the 
tenant is at fault and the trouble located 
at once. By simple attention to good 
management and the correct use of all 
available scientific information these 
seventy farms in the corn belt have 
produced profits during the hard years 
through which agriculture has been 
passing. 

The importance of management in 
agriculture has led to the organization 
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of a number of firms who specialize in 
undertaking the management of farms 
similar to that performed by Mr. Mc- 
Kelvey for the Springfield bank. This 
type of service is well established in the 
industrial world and its slow growth in 
agriculture is but another indication of 
the tendency toward a more com- 
mercialized type of farm production. 
What these men are doing on a large 
scale for groups of farms many indi- 
viduals are doing on their own farms. 

In one county in Ohio alone a well 
known life insurance company is operat- 
ing 130 farms under a system of farm 
management similar to those cited above. 

The opportunity for profits for efh- 
cient management in agriculture is 
practically unlimited. A study of 175 
farms by the University of Illinois in 
eastern Illinois under similar climatic 
conditions and practically the same 
capitalization but under separate man- 
agement indicated that there was a 
difference of $3000 net profit between 
those which were efficiently managed as 
against those that were poorly managed. 
It is the small leaks in agriculture that 
are the cause of much of the prevailing 
distress. 


S THIS issue of The Bankers Magazine goes 

to press, several thousand bankers from all 
parts of the country are assembled in San Fran- 
cisco for the fifty-fifth annual convention of the 
American Bankers Association. In the November 
issue The Bankers Magazine will publish a care- 





fully prepared digest of the proceedings of the 
convention, as has been its custom in reporting 
previous annual meetings of the association. 
November issue will serve as a valuable perma- 
nent record of this important gathering of the 


The 


bankers of the country. 





What Do Your Customers Think 
of You? 


What One Investment House Learned from Its Customers Re- 
garding What They Thought of It 


By RALEIGH E. Ross 


“Oh wad some Power the giftie gie us 
To see oursels as ithers see us! 
It wad frae mony a blunder free us 
And foolish notion.” 

—Robert Burns 


AKE a tip from Bobbie Burns 

and try to find out what your 

customers think of you. One way 

to accomplish this is to invite them to 

criticize your advertising and to make 

suggestions regarding it. Their remarks 

are bound to cross the boundary of 

advertising and tell you some enlighten- 

ing things about your policies and 
service. 

Perhaps you will hear that you do 
not measure up to what your advertis- 
ing says about you. Or possibly some 
will hold that your advertising does not 
portray a favorable enough picture of 
your institution. Anyway, you are 
likely to get some surprises if you in- 
duce a cross section of your clientele to 
bombard you with suggestions. 

Of course every bank or investment 
house gets a few reactions from cus- 
tomers each year, but these are often 
regarding relatively unimportant trans- 
actions rather than concerning the 
broader questions of policy and service. 
A sensitive depositor may close his 
account because he fancies a teller has 
heen gruff with him; or a customer may 
take occasion to compliment you on the 
courtesy and prompt service of a certain 
teller. An investor may switch to an- 
other house because the bonds of an 
issue he has bought from you have fallen 
in price; he may forget the securities 
you have sold to him which have paid 
him a steady income for years and 
perhaps appreciated in value. 

524 


Such incidents are more or less 
isolated. They concern individual trans- 
actions rather than policies. 

A long established investment house 
in Chicago which sells real estate bonds 
exclusively recently conducted a prize 
contest to “get a rise” out of its clientele. 
Two hundred thirty-six investors ac: 
cepted the invitation to take their pens 
in hand and enter the contest. Letters 
came from all parts of the United States, 
and from Canada and Mexico. 

Of course it is not necessary to have 
a widely scattered clientele for such a 
contest to be successful. In fact a bank 
or bond house with customers limited 
largely to one city might conduct a 
similar contest with an even greater 
expectation of good results. 

This investment house, H. O. Stone 
and Company, last fall issued some of 
its own debentures to finance a program 
of expansion. It was this debenture 
circular which customers were asked to 
criticize. 

For the most helpful letters, the fol- 
lowing prizes were offered: 


First prize 
Second prize 
Next five prizes 
Ten prizes 
Total of prizes 


USE OF TECHNICAL TERMS 


The most frequent complaint was re- 
garding the use of technical words and 
phrases. Customers were not clear as 
to the meaning of: 


Debentures 
Funded (verb) 
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Funded Debt 

Land Contracts 

“Other corporate purposes” 

Sinking Fund 

Covenant 

Redemption. 

One correspondent referred to “cove- 
nant” and “redemption” as “religious 
words.” 

Another man wrote: “If you were 
writing ads for a grocer and trying to 
sell canned lobster you would not adver- 
tise, “crustacea.. How can you expect 
to sell a man a debenture when he 
doesn’t know what it is? 

“Forget the jargon of La Salle Street,” 
counselled a third contestant. 

An Indiana man wrote as follows: 
“If the bulk of your business is with 
the bankers stay with the ship. If you 
want to interest a lumberman, school 
teacher, clothing merchant or the rest 
of us small potatoes tell us in words we 
understand how darn good and substan- 
tial you are, that you can put up dollar 
for dollar for every cent you owe, that 
if we don’t invest in your bonds our 
grandchildren will curse us for our 
dumbness. If you want our money, 
give us a play for it.” 

Various remedies were suggested 
for this difficulty concerning technical 
phraseology. 

One woman recommended that the 
company conduct a course on the art 
of investing for club women. 

Another advised the preparation of a 
“Dictionary of Investment Terms.” 

A third suggested that two circulars 

written on each bond issue. One 
circular would be very elementary and 
designed for average investors. The 
second type of circular would be along 
the lines of the one criticized and for 
experienced investors. Just how the 
company could accuratelv divide its 
mailing list into these two classifications 
was not explained. 


BASIS OF CONFIDENCE 


Several correspondents stated that 
their confidence in this house was based 


largely upon its stability proved by 
many years of good service They 


thought that this fact ought to be 
stressed in the circular. 

Regarding this point of reputation a 
contestant wrote as follows: “ “There 
is an insurance which infallibly protects 
those whose reason for buying is that 
they believe in a thing and its maker. 
The name of that kindly insurance is 
reputation.—Alvin Maccauley, presi- 
dent of the Packard Motor Car Com- 
pany. A growing concern keeps old 
customers and adds new ones largely 
through its reputation. A reputation 
can't be printed in circulars—it must 
exist in the confidence of the people 
whom it serves. I became a customer 
of your company because I was advised 
to do so by business men upon whose 
judgment I could rely. Again I must 
quote the Packard Motor Company, 
‘Ask the man who owns one.’ Don’t 
expect to convince one by statements.” 

Another writer was most compli- 
mentary: “I have such confidence in 
your company that I would not spend 
much time examining your statement 
before investing. Probably that is not 
business-like but the record of the house 
goes a long way with me.” 

A New York woman wrote: “I would 
rather bank on the reputation of the 
personnel than on their temporary 
surplus. Therefore, a company should 
not hesitate to point to their reputation, 
their long honorable and _ successful 
record and their name, to convince me 
of their integrity.” 


PICTURIZING THE SECURITY 


All of these contestants have been 
receiving from time to time the com- 
pany’s circulars on various first mortgage 
real estate issues. Some of them took 
occasion to praise these circulars and to 
say that in this latest one they missed 
the usual colored cut of the building 
serving as the security for the issue. 
They suggested that, in this case, a cut 
of the company’s office building in down- 
town Chicago could have been used 
effectively. 

Some very searching questions were 
asked. For example: 
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lending Newspapers in Six of 


Elthe country’s largest cities 


devoted more than ten full 
columns of news publicity 


sm te three different articles 


add written exclusively for’ 
and appearing inthe September 
issue of Tue 

issue of ‘Ths Dawkers Macazine 


a 
— | 


| “Much of the controversy over credit | 
which has raged during the last two! 
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Tie possibility of securing an ample 
supply of skilled labor at all times 
has influenced the decision of many 
manufacturing concerns to establish 
themselves in Detroit. Here are found 
hundredsof thousands of skilled artisans 
attracted to this city by the automotive 
and allied industries. 


In addition, the assurance of reason- 
ably steady employment at wages in 
keeping with therequirements of today, 
desirable living conditions, and freedom 
from discordant employee-employer 
relations has drawn to Detroit thou- 
sands of workers skilled in mass pro 
duction methods. 

There is also abundant testimony to 
the fact that manufacturing costs in 
Detroit are lower than in any other 


and 


/ contented... 


industrial center because 
of the co-operation of 
skilled workmen, which 
makes for more efficient 
production, materially 
lowering the labor cost per unit. 


Manufacturers who locate in this area 
are assured of building on a secure 
foundation with respect to the employ- 
ment of men and women who are 
permanent, ambitious, skilled, pros- 
perous, free, and contented. 


iy" 


The combined services and resources 
of the Union Trust Company and The 
National Bank of Commerce, under 
one roof in the Union Trust Building, 
are available to men and firms interested 
in the Detroit area. 


Union Grust Company ara He 


National Bank of Commerce 


DETROIT, MICHIGAN 
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“Why isn’t surplus included in as 
sets?” 

“Why does your company want to 
borrow three million dollars when you 
have such a large surplus?” 

“What is the financial standing of the 
trustee of this issue?” 

“What banks can you give as ref- 
erences?” 

“What is meant by ‘Interest payable 
without deduction for Normal Federal 
Income Tax not to exceed 2 per cent?” 

“Is your company large enough to 
raise and train its own executives?” 

“Why does your company find it 
advisable to pay off your bank loans?” 

“If you need more money, why not 
issue stock as you did before?” 

One investor said that, while she 
understood perfectly the meaning of 
“sinking fund,” she thought it a very 
unfortunate phrase. It always con- 
tained the suggestion for her of the 
bond issue sinking in value. 


OFFICE EQUIPMENT AS ASSET 


One letter contained the following 
interesting comment regarding one of 
the items in the balance sheet which 
appeared on the back page of the 
circular. “A very good business man 
once said to me: “Beware of the con- 
cern that lists its office furniture, fixtures 
and equipment and calls these an asset.’ ” 

A Chicago woman made the follow- 
ing complaint: “And another thing I 
wish you would send a self-stamped 
envelope when you wish an answer 
back. For the other day I sent twice 
to the drug store to get stamps and 
they did not have them. And so a 
person forgets and lays it aside and it 
is forgotten. I think it would help 
them a whole lot to do this. For I was 
talking to a lady and I asked her if she 
wrote to you. She is a stockholder too, 
and she said, ‘No, I could not be 
bothered looking for envelope and stamp, 
if they do not send it to me.’” 

Here are some other interesting com- 
ments: “I purchased my bonds from 
you after reading a booklet sent me 
describing the activities of your company 
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and pointing out that it was one of the 
oldest business houses in Chicago. I 
read that!” 

“To start with, the work on your 
circulars cannot be improved. I put 
them away when I read them and every 
now and then I read them over and 
always come to the same conclusion: 
What a wonderful brain the man must 
have that does this work!” 

“If I had never heard of your com- 
pany I would wonder why I hadn't, 
after reading that circular. The convic- 
tion would be unescapable that here is 
a corporation of pronounced experience 
and stability, and one in which an in- 
vestor might place unlimited confidence.” 

The advertising manager of the house 
conducting the contest has prepared a 
circular which contains the letter which 
won the first prize, the names of the 
prize winners, extracts from various 
letters and clear and frank answers to 
the questions most frequently asked. 
This circular, which is really written 
largely by customers, makes a most in- 
teresting mailing piece. 


HOW CONTEST HELPED SALES 


It should be noted that this contest 
was valuable aside from the information 
it brought in. It caused many people 
to read the circular far more thoroughly 
and thoughtfully than they would have 
done otherwise. This has resulted in 
sales of bonds of this particular issue 
which probably would never have been 
made without this special prize feature. 

The bond house is well pleased with 
the results of the contest and its officers 
were surprised at the prompt and wide- 
spread response aroused by the plan. 
Many customers stated that they didn’t 
care particularly about winning a prize, 
but were. glad to offer suggestions to 
help along a worthy organization. 

No doubt other bond houses and 
banks also, will find their customers just 
as ready to offer advice and suggestions 
which are well worth any prizes they 
decide to offer. It pays to keep in- 
formed on what your clientele thinks of 
your advertising and your institution. 
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Nor do you have to. Just put your investment 
inquiries to The National City Company’s 
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Investment, Finance and Industry 


A Monthly Survey of Current Developments Affecting the Bank 
Investment Market 


Prepared exclusively for THE BANKERS MAGAZINE 


By PAuL WILLARD GARRETT 
Financial Editor of the New York Evening Post 


OCTOBER, 1929 


T a season of the year when nor- 
A= the country’s thought turns 
to the uncertainties of the money 
market, and to prospects for the autumn 
business, the nation economically is en: 
grossed this fall in a venture far more 
exciting. A way to new thrills in 
finance has been found. The move: 
ment toward investment trusts, con: 
solidations in industry and the forma- 
tion of vast holding companies in finance 
has been speeded up. Investment trusts 
and mergers now are competing with 
prohibition as a topic for conversation 
at the American dinner table. 

How can the executive find time for 
studies in economics today when his or- 
ganization is busy putting together a 
$100,000,000 investment trust? How 
can the banker preserve a perspective 
on the money market when his bank is 
working on plans to merge or be 
merged? How can the humble investor 
in this highly-charged atmosphere stick 
to his old rules for conservatism in 
formulating an investment program? 
What are the implications in the move- 
ment for 1930 business, the security 
markets and general world prosperity? 
These questions must be viewed in the 
light of a new background. 

With the formation of a new invest- 
ment trust almost every day, the public 
crazeein this country now is fast ap- 
proaching the epidemic for trusts that 
felon Great Britain in 1889. At first the 
idea here took slowly. Then it gathered 
momentum. After eight years the in- 
vestment trust instead of a new wrinkle 
in finance has become with its sweeping 
growth this fall the most popular form 
of American investment security. Where 
the movement is leading and how it 


will end are no longer questions that 
concern only those directly connected 
with it. The ramifications for good or 
bad reach more deeply each day into 
the established order. 


THE INVESTMENT TRUST EPIDEMIC 


The story is in the figures. In excess of 
$1,500,000,000 of capital was invested by 
the American public in so-called invest- 
ment trust shares during the first eight 
months of 1929. September has been 
a record month, with the formation of 
several huge trusts in addition. With 
those that had been formed previous to 
this year the total investment in trust 
funds in this country now exceeds $2,- 
500,000,000. At the present rate of 
increase the volume will reach $3,000,- 
000,000 by the end of the year. But 
that is not the full story. In 1928 in- 
vestment trust offerings represented 
only 12 per cent. of the country’s total 
stock flotations. In the first six months 
of 1929 they represented 41 per cent. 
In July, 60 per cent. In August, 87 
per cent. In other words, the move- 
ment has gathered tremendous momen- 
tum and the flow of American funds 
into investment trust issues now pre- 
sents a broad major swing in finance, 
the end of which is not yet in sight. 
Although the instrument originated in 
Scotland and England about sixty years 
ago the aggregate resources of the 
British trusts probably do not now ex- 
ceed $1,000,000,000. That is to say in 
a comparatively short time this country 
has put more than twice as much into 
investment trust securities than has 
Great Britain during a half century of 
development. 
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BRITISH INVESTMENT TRUST EXPERIENCE 


That the investment trust idea is 
soundly conceived nearly everybody ad- 
mits but the movement here will benefit 
greatly and save itself some grief in the 
end through an examination of British 
experiment. The enthusiasm for in- 


vestment trusts probably reached its 
period of wildest development in 1889. 
Leaving the reader to draw his own 
comparisons with the development here, 
the following comment on the boom in 
British investment trusts of that day 





from the Economist of April 6, 
is offered: 


1889, 


“Of the above companies nearly all 
have met with a large amount of public 
support. But although success 
ful with the public, the companies have 
not, in some cases, been able to make 
a very favorable start in business, for 
they have followed so fast upon each 
other’s heels that they have experienced 
great difficulty in purchasing proper in- 
vestments. The supply of really sound 
securities is in many directions so very 
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Stock Market Runs INTO ANOTHER PLATEAU 


While public utility stocks have continued to go forward it will be seen from the 
above chart prepared on the basis of the Standard Statistics Company's weighted 


index that both the industrial and railroad shares are meeting resistance. 


Indeed, 


ground was lost during most of September in both of these major groups. The 
continued advance in the utilities is based, of course, on merger and consolidation 
developments rather than earnings. 
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Foreign and Domestic 
Financing 
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limited that any decided increase in the 
demand at once causes a considerable 
advance in prices. Indeed, so 
rapid has been the advance that it is 
stated several of the new trusts have 
been unable to effect purchases, and are 
now rather doubtful as to the direction 
in which their money shall be invested.” 


A TEMPORARY REVERSAL 


Two years later the enthusiasm had 
died down considerably in Great Britain 
and the Economist for May 2, 1891, 
says: “It has now heen made very evi- 
dent that the trust companies would, as 
a whole, have fared much better if, in- 
stead of buying in 1889 at the top of 
the wave, they had simply let their 
tunds lie idle until the present time, 
and gone in for their securities when 
the inevitable drop had followed. In- 
stead of that, they operated when se- 
curities were sustained by the glamour 
cast over them by a previous long- 
continued rise, and combined together 
s as to carry that rise still further. 
Even when the investors began to hold 


Harris Trust and Savings Bank 
Bond Department 
Chicago 
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London 


back, they still went on, and the result 
is that, when they were so full up that 
they could absorb no more, prices came 
down with a run, and they must now 
hold on in the hope of a recovery at 
some future time. Whereas even 
twelve months back practically the 
whole of these companies stood at a 
premium in the market, many at a high 
premium, as we write the majority are 
at a discount, and only those which 
were early in the field and began buy- 
ing before the rise had taken full effect 
are at a premium.” 


STAGING A COMEBACK 


By the end of another three years 
the cycle had been reversed and invest- 
ment trusts once more were on a sound 
footing as will be observed from the 
Economist of May 23, 1896: “It is 
satisfactory to observe that the upward 
movement in prices of trust securities 
generally, which went on more or less 
intermittently during the second half 
of 1894 and the first half of last year, 
has since made more regular progress, 
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AVERAGE YIELD oN 
60 HIGH GRADE BONDS 


Disparity IN Stock AND Bonp YIELDS WIDENS 
The continued 1929 advance in stock prices has reduced the indicated available yield 
on common stocks in this country to its lowest level in history. Meantime a continued 
drop in bond prices has made available an increasingly attractive yield to the investor 
in fixed interest-bearing obligations. Whereas at the beginning of 1928 the indicated 
yields on stocks and bonds was the same the market in stocks and bonds has been 
carrying the two curves in opposite directions ever since. 


for it shows that the companies have, 
as a rule, improved their positions, and 
that investors are exhibiting more con- 
fidence in them. Only a few years ago 
the very name of trust had come to be 
a byword and a reproach. : 
There were, of course, honorable ex- 
ceptions; but the stocks of even the 
soundest and most ably administered of 
the trust undertakings were more »r 
less depreciated. . . . Many of the 
companies are still suffering from the 
effects of the ill-judged policy with 
which they commenced operations; but 
in the majority of instances the evil 


reputation which clung to them for a 
while has been successfully lived down; 
the investment part of the business has 
been consolidated and cultivated.” 


TRUSTS HAVE AIDED WALL STREET 


That the formation of investment 
trusts in this country has been so far a 
support rather than a burden in the 
stock market needs little argument. 
Scores of the largest trusts were not 
formed until this year and were formed 
then only after a long study of the 
problem reaching back in many I 
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stances two or three years. Old estab- 
lished houses in Wall Street that had 
been waiting for a major downturn in 
the market to give them a favorable op- 
portunity to buy in finally reversed 
their program. Instead of waiting for 
a change in market conditions they de- 
termined to float their new investment 
trust issues now while the demand is 
good and to determine on a market 
policy afterward. With the market on 
a relatively high level these new trusts 
in many instances have feared to pur- 
chase stocks of questionable merit so 
have concentrated their purchases in the 
blue chip issues. To a degree this prac- 
tice accounts for the major advance this 
year in such stocks as American Tele- 
phone & Telegraph Company, General 
Electric, U. S. Steel, Allied Chemical 
© Dye, New York Central and Con- 
solidated Gas. 


LONG PERIOD EFFECT ON MARKET 


How the market over a long period 
will be affected by the investment trust 
Movement is a question to which the 


financial district itself offers two very 
different answers. One theory is that 
the investment trusts will provide a 
cushion for the market against any pro- 
longed or substantial decline. The pre- 
sumption is that since the investment 
trusts are in business to stay they will 
not all await rock bottom prices in a de- 
cline but will enter the market at vari- 
ous stages considered within the buying 
zone. The opposing theory is that in- 
stead of providing a cushion against 
rapid decline the investment trusts once 
the market starts down will accelerate 
the recession. The argument here is 
that the investment trusts are run by 
intelligent managers who will be anx- 
ious to protect their investors against a 
depression in the market value of their 
portfolios. What the intelligent in- 
dividual investor would do in a similar 
situation, the argument runs, an in- 
telligent investment trust would do. 


WILL SEEK A MEAN BETWEEN EXTREMES 


Time will tell but perhaps the truth 
lies somewhere in between these ex- 


535 





THE BANKERS MAGAZINE 


The 
American 
Founders 

Group 





which has resources of 

over $200,000,000, 

includes four invest- 

ment companies of the 

general management 
type and 





American Founders 
CORPORATION 


BUSINESS ESTABLISHED 1922 


50 Pine Street, New York 


treme views. The fact is, of course, 
that even at the present moment a sub- 
stantial volume of investment trust 
funds is lying idle in the call market 
awaiting some recession in stock prices. 
As the market turns downward pre- 
sumably the different investment trusts, 
like different individual investors of 
means, will adopt different attitudes to- 
wards the market. Some will feel that 
a major recession is on hand and will 
be inclined to hold off purchases for a 
much lower level. Some will feel that 
the recession is but an intermediary 
step in a major bull market and will be 
prepared to enter the market on rel- 
atively moderate declines. Should the 
evidences of an unmistakable bear mar- 
ket appear there would, of course, be 
concentrated and persistent selling but 
these unmistakable evidences of ap- 
proaching prosperity or business re- 
cession are rarely recognized for what 
they represent until late in the move- 
ment. 


MAKING MARKET MORE SELECTIVE 


Whatever the development may 
bring in the end it is plain that so far 
in 1929 the outstanding contribution 
has been the advent of a much more 
selective market than this country has 
witnessed ever before. Indeed, the ac- 
cepted averages have created an illusion 
of rising prices not borne out by the 
facts. Newspaper headlines and a fifty 
point advance since the beginning of 
the year in such weighted indices as 
that computed by the Standard Statis- 
tics Company, Inc., give the impression 
that the 1929 market to date has been 
one bullish in character beyond any in 
previous history. The reason for this is 
that the advance has been concentrated 
in the quality stocks commonly figuring 
in the averages. Actually more stocks 
have been going down on the New 
York Stock Exchange since the first 
trading session of this year than up. 
The man who entered the stock market 
at random on January 2 and who has 
held his stocks right down to the pres 
ent time has been losing money. The 
profits have been made by the man who 
picked his issues shrewdly and who 
went into the right groups. It would 
not be correct even to say that all of 
the quality stocks have been rising for 
whereas this has been a bull year in 
public utility stocks, for example, it has 
been a bear year for the motor stocks. 


THE RISE IN BROKERS’ LOANS 


Turning to the credit situation it is 
significant that the rise in brokers’ loans 
in the last five successive weeks (to 
September 25) has carried the total up 
$617,000,000 to a new high for all 
time. In the last six months loans have 
risen by more than $1,000,000,000. In 
the last year they have risen more than 
$2,000,000,000. Yet no less an au 
thority than Charles E. Mitchell, chair 
man of the National City Bank, on de’ 
parting for Europe recently, gave out 4 
statement to the effect that this ex 
pansion in loans need cause no con’ 
cern. Early last spring his bank was 
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among the strongest advocates of an in- 
creased rediscount rate and repeatedly 
sounded warnings against the excessive 
use of credit for speculative purposes. 
His reversal in attitude notwithstanding 
a greatly expanded loan position in- 
dicates either that Mr. Mitchell, a di- 
rector of the Federal Reserve Bank of 
New York, incidentally, now believes 
that a large proportion of these funds 
are flowing into industry or that the 
Federal Reserve is in a stronger position 
than it was to control the situation. 

Certain it is that since July 1 the 
Federal Reserve has reduced its volume 
of discounts by a substantial margin 
simultaneously with an increase in its 
bill and Government security purchases. 
So long as the member banks continue 
to reduce their indebtedness at the re- 
gional institutions the indication is that 
the Reserve will have no cause for con- 
cern. Once the autumn crop movement 
has been completed, however, the Re: 
serve will have to decide whether it 
will continue its purchase of bills and 
securities or whether it will return to a 
more vigorous program to tighten rates. 
The situation here is influenced by that 
abroad, although, it must be confessed, 
not so much as that abroad is gov- 
erned by what takes place on this side 
of the water. 


ACCOUNTS OF “OTHERS” SWELL MARKET 


Likewise it must be confessed that 
although brokers’ loans have been ex- 
panded tremendously since the begin- 
ning of the year the expansion repre- 
sents almost wholly a supply of funds 
by member banks for the account of 
“others.” That is to say the volume of 
brokers’ loans supplied by domestic 
banks is no greater now than it was at 
the beginning of the year. The in- 
crease represents funds put into the 
market by institutional and private 
lenders. A sharp contraction in these 
“other” loans could change the picture 
seriously but experience last fall teaches 
that the autumn does not necessarily 
bring any seasonal reversal in this item. 
At this time a year ago it was feared 
that with the fall requirements in in- 
dustry the “other” loans would be 
drawn back. Nevertheless the expansion 
continued straight through the fall and 
winter. Indeed for two years it has 
continued persistently. Meantime it 
must be noted that the expansion in 
commercial loans this year has exceeded 
all records and indicates that high 
money rates at least so far have not 
discouraged greatly the demand for 
funds from industry. 
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Inventory Control and Verification 


An Authoritative Discussion of Practical Interest to the Banker 
Concerning Ways and Means of Assuring Verification of 
an Item of Major Importance in the Balance Sheet 


By C. O. WELLINGTON 
Of Scovell, Wellington & Company 


[Concluded from September] 


F we examine the various relationships 
I which may exist between an auditor 

and his client with respect to inven- 
tories, we find the situation about as 
shown in the following table: 


Circumstances 

. Inventory determined by 
client and used without 
verification 

. Inventory taken and priced 
by client, but tested by 
auditor 

. Inventory taken or super- 
vised by auditor 


An unqualified item of inventory on 
a balance sheet is a direct representation 
that goods actually in existence, owned 
by the client and in salable condition, 
are valued at the lower of cost or market. 
Where the auditor, as shown in Section 
1 of the table, is not permitted to assume 
responsibility for inventory verification, 
he should qualify his certificate so as to 
indicate unmistakably that his determina- 
tion of the true financial condition is 
limited by acceptance of the inventory 
as determined by the client. 

In such a situation he cannot afford 
to place 100 per cent. dependence upon 
the client's certificate. It is the duty of 
a public accountant to put any reviewer 
of the balance sheet definitely on notice 
as to any incompleteness in his audit 
procedure; but if he depends absolutely 
on his client’s certification, and a sub 
stantial over-valuation of the inventory 
is later disclosed, his disclaimer of re- 
sponsibility will not ward off severe 
ciiticism. So, if he is wise, he looks 
upon the qualified certificate as the last 


resort in lieu of something better, and 
he is everlastingly trying to bolster up 
his qualified certificate with confirmatory 


acts required by his sense of self-protec- 
tion. 


Degree of auditor's 


responsibility Desirability 


None 


Minimum 


Limited 


Full 


Medium 
Maximum 


Now suppose we have the situation 
as indicated in Section 2 of the table, 
where the inventory is counted, priced, 
extended and footed by the client, but 
is later subjected to certain tests by the 
auditor. The exact character of these 
tests varies with individual auditors and 
individual cases; but as illustrative mate- 
rial the following activities may be men- 
tioned as constituting “ordinary” audit 
procedure: 

1. Obtaining copy of completed in- 
ventory, and test checking to original 
records of the client’s physical count, 
however crude, or to continuous inven- 
tory records without any physical count 
of quantities by the auditor. 

2. Determining ownership of goods 

3. Checking inventory cut-off. 

4. Verifying valuation at cost or 
market, whichever is lower. 

5. Test checking extensions and foot- 
ings. 

6. Comparing total inventory with 
business done through tests of gross 
profit, quantities received and delivered, 
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THE CONQUEST OF THE BEARD 


EXAMINING the pictures of Civil War times, it is obvious that the safety razor 
industry has changed the faces of a nation. Boston is proud to be the home of the 
organization that has made the “Safety” first throughout the civilized world. 


{In Civil War days... on up through 
the past century, shaving, if attempted at 
all, was a wearisome task. In Brookline, 
Mass., thirty-four years ago, as King C. 
Gillette meditated over his old concave 
razor, which was dull beyond the point 
of successful stropping, the tunda- 
mental conception of the safety 
razor was born. Production was | 
later started in a tiny shop estab- 
lished over a Boston fish store. 


§]OLp CoLony’s long association with 
internationally known New England 
names is an interesting record, which 
we offer for your consideration. With 
facilities for every phase of modern bank- 
ing in constant operation, Old Colony, 
plus its intimate and widespread 
contacts with New England busi- 
ness, is able to furnish valuable 

' first-hand information on the 
character of its trade conditions. 
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17 Court STREET, 
© 1929 
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rate of turnover and other similar tests. 

No hard and fast rule exists as to the 
extent of the test checks to be made. 
In general, however, the theory seems 
to be that the auditor, without participat- 
ing in the actual counting of stock, can 
perform sufficiently extensive tests to 
satisfy himself as to the substantial 
accuracy of the inventory; but that, if 
more work along any one or more lines 
is demanded by errors discovered, he 
shall simply pursue his verification, after 
explanation to the client, to the point 
where further errors will probably be 
relatively negligible. With his tests 
completed in a manner satisfactory to 
himself, the auditor is then prepared to 
assume a responsibility for the inventory 
limited only by his acceptance of the 
quantities as certified to him by the 
client. 


CHECKING ON QUANTITY 


The primary difficulty with this situa- 
tion is that the absence of a check on 
quantities leaves the question of under- 
statement or overstatement undecided. 
However correct the unit valuation of 
an inventory item may be, the correct- 
ness of the total valuation depends on 
the correctness of the quantity. It 
would be difficult for the officers of 
a company to organize a conspiracy 
throughout the whole plant, so that men 
would record inventory quantities in- 
correctly and alter plant records with- 
out detection. It would be easy, how- 
ever, for the officers in collusion with a 
few office clerks to mark up quantities 
on physical inventory sheets, or to pad 
continuous inventory balances by in: 
creasing receipts before inventory date 
and issues after inventory date, so as 
to perpetrate fraud on a large scale. 

It is not wholly satisfactory to depend 
upon the gross profit test as a check on 
quantities. This may not disclose an 
old and repeated inventory inflation. 
Moreover, in an enterprise where the 
gross profit has remained fairly constant, 
this test will suffice to show any ab- 
normal change in the rate due to fluctua- 
tions in costs or selling price, or to errors 


541 


in stocktaking or valuation, but it will 
not indicate the precise causes. By 
making a detailed investigation, varying 
in complexity with the nature of the 
business, the auditor may be .able to 
satisfy himself as to the change in gross 
profit properly attributable to new costs 
or selling prices, but too often the 
clients present what they insist is a 
reasonable explanation, and the auditor 
does not consider it expedient to carry 
his investigation further. And in cases 
where there seems to be no contributing 
cause to a change in gross profit except 
errors in inventory quantities, the audi- 
tor cannot well stop at this point. He 
may appease his professional conscience 
by guessing at a proper inventory re- 
serve; but if he really wants to reduce 
his general suspicion to facts, he must 
request a physical inventory under his 
supervision, and then work back, by 
adding quantities sold and deducting 
quantities purchased, to secure the 
proper inventory figure at closing. In 
such a case it would have been better 
for all concerned if the auditor had 
taken or supervised the closing inven- 
tory—easier and more effective for the 
auditor, and less expensive to his client. 

The progressive auditor feels that, no 
matter how well the “ordinary tests” 
are performed, there is a vital weakness 
in an inventory certification not covering 
quantities, for it is not conclusive. If 
the auditor is not allowed to verify 
quantities, he must qualify his certificate, 
but it is then of only medium worth. 
The very fact that he acknowledges 
responsibility for verifying the “mathe- 
matics” of the inventory makes him 
more open to criticism in case of infla- 
tion, for critics will not stop to measure 
responsibility—they will simply believe 
the worst. 


INVENTORY TAKEN OR SUPERVISED BY 
AUDITOR 


The third typical situation, shown in 
section 3, is where the auditor is directly 
responsible for actually taking the in- 
ventory or intimately supervising it. 
Substantially, this means that the auditor 
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HAS AN EXCEPTIONALLY FINE WRITING SURFACE 


Tue surface of check paper is a very 
important characteristic to every one 
who makes out a check. The new 
Super-Safety Paper — designed ex- 
pressly for check use—has a remark- 
ably fine writing surface. A pen glides 
smoothly over it and the ink “takes’ 
immediately, penetrating well into the 
long fiber structure of the paper with- 
out, however, causing any lateral blur 
or feather. The result is a very clearly 
written check. And one in which the 
penetration of the ink makes erasure 
almost impossible. 

But a good writing surface is only 
one of the superiorities of this remark- 
able new paper—made solely for check 
use. It has five times or more greater 
ability to resist sharp and repeated 
folding, without weakening. Its dura- 
bility has been increased seven times 
over that of other check papers. Its 
long, tough fiber and little sizing give 
a remarkable resistance to wear, tear, 
fraying and mutilation, without con- 
tributing bulk or brittleness. 

There is an unmistakable air of 
quality at once noticeable in the ap- 
pearance and “feel” of the beautifully 
tinted new Super-Safety Checks as 
well as in their unusual strength and 
long life. Another ap- 
preciated feature of 
these attractive checks 
is the service of pro- 
tection they render de- 
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individual order. To prevent counter- 
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government guards bank-note paper. 
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the distinction of these handsome 
checks and their unique service of pro- 
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you the complete story of this new 
check paper. Compare it with ordi- 
nary papers. Return the coupon for 
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St. Paul, Denver, Dallas, Birmingham, 
Buffalo, Des Moines, Boston. 
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is responsible (1) for making various 
preinventory arrangements in the case 
of a physical inventory to see that proper 
procedures and materials are provided, 
or at least for checking arrangements 
made by the client; (2) for exercising 
supervision on inventory date, and mak- 
ing test counts in the case of either a 
physical inventory or a continuous inven- 
tory; and (3) for satisfying himself at 
a post-inventory date that quantities 
have not been improperly changed, and 
for continuing with the test checks 
previously outlined. Thus the auditor, 
in assuming full responsibility for in- 
ventory verification, departs from what 
has been called “ordinary” audit proce- 
dure only in that he participates directly 
in pre-inventory work and in counting 
on the inventory date. He can then 
give an unqualified certificate, which is 
of maximum worth. 


COUNTING IN CASE OF PHYSICAL 
INVENTORY 


For the auditor to take or supervise 
the inventory, so as to be able to assume 
full responsibility for the correctness of 
the figure, is the ideal situation. The 
increasing interest in this matter, how- 
ever, is somewhat retarded by certain 
unsound objections which are too often 
repeated by some auditors and some 
bankers. 

It is contended, for instance, that if 
a public accountant is to certify inven- 
tories, he must count all the items, and 
that the amount of work involved is 
absolutely prohibitive. This objection 
is unsound, both in the case of a physi- 
cal inventory and in the case of con: 
tinuous inventory control. 

Where the auditor has to deal with 
a physical inventory, he and his assistants 
may under extraordinary conditions be 
called upon to take the entire inventory, 
without any help from the client’s 
organization—and many an inventory 
has been taken in just this fashion. 

In most cases, however, the work of 
the auditor is supervisory only, and 
then it is no more necessary for him to 
count, weigh or measure every inven- 
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tory item than it is for him to check 
every footing and posting in the books 
of account. The idea that the super- 
visory auditor must verify every inven- 
tory item is absurd; and no one having 
a proper understanding of what quantity 
verification really means would raise 
such a point. All that the experienced 
auditor needs to do is to make an exact 
count of a reasonable number and 
variety of items, coupled with a general 
inspection of the others, so as to satisfy 
himself as to the substantial accuracy 
of the quantities reported. 

Moreover, in making his tests the 
auditor will naturally resort to all the 
protective, time-saving and labor-saving 
practices that are characteristic of pro- 
fessional skill. Test openings of barrels 
and boxes, and test drillings in raw mate- 
rial piles, made by the client’s employes 
under the auditor's supervision; ap- 
plications of formulas for transforming 
cubical contents into weights, counting 
the number of items ia a standard space 
—such means are simply the expression 
of the auditor’s expected ability. 


SUPPLEMENTARY AID TO COUNTING 


Then, too, should the auditor be sup- 
posed to have a blind spot as regards 
client records which will be of collateral 


value in verifying quantities? In most 
representative companies in all manu- 
facturing industries rigid lot records, 
tied in with the cost and production 
records, are maintained; and it would 
be inexcusable for the auditor to fail 
to utilize them-—not as an entire substi- 
tute for counts, but as a supplement to 
counts. 

It is entirely feasible for the auditor 
to make an adequate check of a physical 
inventory without an undue expenditure 
of time. I have in mind a large auto- 
mobile plant, which formerly was shut 
down for an entire week while the com- 
pany took the inventory. With proper 
pre-inventory arrangements made by us, 
the plant is now shut down on Friday 
night and reopened Monday morning; 
and in the meantime the whole inventory 
has been taken by company employes 
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and satisfactorily checked by us as to 
quantities. I say this not to convey 
the idea that our practice is unique, but 
merely to illustrate what is being done 
by the many auditors in the United 
States who are not held back by conserva- 
tism and false “safety-first” principles. 


COUNTING IN CONTINUOUS INVENTORY 
CONTROL 


When a continuous inventory control 
system is in use, with the ledger balances 
continually checked by physical inven- 
tories taken by the client, there should 
be the minimum of errors, whether the 
result of accident or design; but. the 
auditor must take such steps as will 
satisfy himself that his trust in con- 
tinuous inventory control in general is 
not misplaced in the particular case. He 
can do this by determining that the 
control system is functioning as de- 
signed; by ascertaining what portion of 
the ledger inventory has been physically 
checked by the client within a recent 
period; by checking the recording of 
differences uncovered by the client's 
check, and by calling for all the test 
counts he himself desires at inventory 
date, so as to satisfy himself fully as to 
the accuracy of the material ledger. 

One of our clients, manufacturing 
machinery, has an inventory of about 
45,000 parts. Whenever a material 
ledger balance comes down to the mini- 
mum quantity, they verify that fact in 
the stockroom; and they also verify 
other items each day, whether the mini- 
mum limits are reached or not, to 
utilize the full time of two men on 
inventory checking. When _ verifying 
the inventory at the end of the year, so 
as to issue an unqualified certificate, we 
make it a point to see that the internal 
check has covered every item since a 
certain date, and that proper adjustments 
have been made for differences. We 
also select at random a certain number 
of cards from each inventory. account, 
and check these by making actual 
counts. If we get an almost perfect 
score on these, we feel satisfied that the 
continuous inventory has been operated 
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with reasonable precision. If the score 
is not satisfactory, we pursue the check 
until we are satisfied. Jobs-in-process 
we prove up with the cost records just 
as we prove a trial balance of the 
accounts receivable; finished parts we 
verify by test counts, and finished 
machines we check completely by count. 
When we are through, we can certify 
that the quantities are there. 


WHAT COUNTING REALLY MEANS 


The point of the whole matter as to 
quantity verification is that the work 
of the supervising auditor consists only 
partly in counting and partly in apply- 
ing various standards of judgment to 
minimize the work without detracting 
from ‘the reasonable effectiveness of the 
check. The exact amount of counting 
depends upon the individual case—a 
fact which opponents of inventory 
verification ignore when they set up a 
straw-man of “complete counting” to 
knock down. 

in the case of continuous inventory 
control, the auditor must do some count- 
ing, if he is to satisfy himself that he 
may safely rely on the accuracy of the 
quantities as recorded, but such count- 
ing work is at the minimum. In the case 
of stock, cost and production records not 
tied in with the general accounting, the 
auditor must do more counting, but 
proper utilization of such records will 
reduce the number of actual counts 
needed. In the case of only a physical 
inventory, the auditor must do much 
more counting if he is to satisfy himself 
that the quantities reported as physical 
inventory items are correct; here the 
counting work is at the maximum. In 
short, the extent of the attention which 
the supervising auditor needs to pay to 
verification of inventory quantities by 
counting is a question to be decided by 
his intelligence in connection with the 
circumstances of each case. The fact 
that some cases require less counting 
than others, however, is no justification 
for omitting it altogether 

Another objection to the proposal 
that public accountants assume full re- 
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sponsibility for inventory verification is 
to the effect that this would involve a 
complete change in what heretofore has 
been considered “best practice.” As far 
as the undeveloped practice of the past 
is concerned, I know of no better 
standard than that contained in “Ap: 
proved Methods for the Preparation of 
Balance Sheet Statements,” a pamphlet 
prepared by the American Institute of 
Accountants, approved by the Council 
of the Institute and by the Federal Trade 
Commission, and submitted as a tenta- 
tive proposal by the Federal Reserve 
Board in April, 1917, to banks and 
banking associations. 

On the subject of inventory verifica- 
tion in a balance-sheet audit, this 
pamphlet presented recommendations 
which, as far as they went, covered 
work that would be done by the auditor 
assuming full responsibility for inven- 
tory verification. There was the same 
emphasis upon proving the accuracy of 
data transferred to the final inventory 
sheets, upon impressing on inventory 
takers the importance of their work by 
examining their dependability and ask- 
ing for certificates, upon proving the 
mathematics of the inventory and upon 
utilizing the stock, cost and production 
records to test the inventory sheets. 
And there was even the requirement 
that when no physical inventory was 
taken at the time of audit, the auditor 
should “personally” check the stock 
records by actual test counts; and where 
no stock records were available, a 
physical inventory should be taken, 
“preferably” under the auditor’s direc- 
tion. Admittedly these requirements 
did not over-emphasize the importance 
ot quantity verification; but even so, 
upon the basis of such a program, it 
cannot justly be claimed that the assump- 
tion of full responsibility for inventory 
verification would mean a complete 
change in practice. 


DEFINING AUDITOR'S RESPONSIBILITY 


The Federal Reserve pamphlet has 
now been revised by a special com- 
the American Institute of 


Mittee of 








Accountants, with the approval of the 
Council of the Institute, and is being 
reprinted by the Federal Reserve Board 
under the title of “Verification of Finan- 
cial Statements.” According to the ad- 
vance text of the revision published in 
the Journal of’ Accountancy for May, 
1929, the pamphlet retains the essential 
parts of the acceptable program pre- 
sented in the earlier edition, and it does 
more, as can be judged from the follow- 


ing quotation defining the auditor's 
general responsibility: 
“The auditor’s responsibility with 


regard to inventories falls naturally into 
three main divisions— 

(a) Clerical accuracy ‘of computa- 
tions, footings and recapitulations. 

(b) Basis of pricing. 

(c) Quantities, quality and condition. 

“The auditor's responsibility under 
the first two headings is clear. He must 
undertake sufficient investigation of the 
inventories to satisfy himself that the 
clerical work has been accurately done 
and that the goods are valued in ac- 
cordance with the usual commercial 
practice, that is, at cost or market price, 
whichever is lower. 

“With regard to the quantities, qual- 
ity and condition of stock, the auditor's 
duties and responsibilities vary with the 
circumstances of each case. The auditor 
is not a valuer and cannot have intimate 
knowledge of many classes of business. 
He must generally rely for information 
as to quantities, quantity and condition 
upon the responsible officers and em- 
ployes of his client which he should 
supplement by such tests and confirma: 
tions as his skill and experience may 
indicate for the type of enterprise which 
he is examining. In the case of a busi- 
ness in which the verification of quan- 
tities, quality and condition does not call 
for technical knowledge and presents no 
substantial difficulties, his responsibility 
is greater than it is in others where ex- 
pert knowledge is essential to the correct 
determination of quantities, quality and 
condition of the stock or where the 
volume is very large. The auditor must, 
however, use diligence in every case to 
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convince himself that quantities, quality 
and condition are correctly recorded.” 


The principles stated above still show 
a tinge of conservatism in the British 
“not a valuer” idea, but they also reflect 
the advancing American standards, free 
from legal restrictions and self-imposed 
for the betterment of professional service. 
The principles do not constitute a 100 
per cent. indorsement of quantity veri- 
fication; but it is a distinct gain to have 
it acknowledged that the auditor has a 
responsibility as to quantities, even if 
variable according to cases, with the 
responsibility greatest in cases requiring 
the least technical knowledge and giving 
rise to the least substantial difficulties. 
To my mind, the capacity for meeting 
responsibility may be variable, but the 
responsibility should be considered fixed 
—one which must be met in every case 
by the auditor himself or by proxy. 
The principles so enunciated, however, 
seem to represent an effort to recognize, 
in an official way, the trend of progres- 
sive thought on a debated point; and, 
as far as they go, they deserve com: 
mendation. 

Full responsibility for inventory veri- 
fication, therefore, means not a complete 
change in auditing practice, but rather 
an extension of that practice to the point 
where quantity verification will, as a 
prime requirement, receive the proper 
degree of attention in every case. It 
may be a new thing for some auditors 
to confess their responsibility for inven- 
tory verification, instead of trying to 
disclaim it; but the work which they 
will need to do to safeguard themselves 
in such responsibility, will not be mate- 
tially different from what they ought 
to have done in the past. 


COST NOT UNREASONABLE 


It may be useful to throw the light 
of our experience upon another conten- 
tion—that the assumption of full re- 
sponsibility for inventory verification 
would mean greatly increased fees: to 
clients, out of all proportion to the 
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benefits to be derived. It is often argued 
that between an enormously costly “com- 
plete” audit, unnecessary in most cases, 
and a cheap superficial audit, wasteful 
and dangerous, there is a golden mean 
where an audit wholly justifies its cost. 
But does it follow, as inevitably as night 
follows day, that inventory verification is 
automatically excluded from this golden 
mean? 

There certainly are degrees beyond 
which the auditor cannot reasonably ask 
his client to spend money, and a sane 
auditor never extends the scope of his 
audit procedure unduly. No sound 
reason exists, however, why the auditor 
should not urge his client to spend 
money on the matters that really count. 
An enormous amount of time is devoted 
by auditors to what Kipling calls “foot- 
ing and carrying one,” when what is 
really wanted is a reliable answer to the 
question: what are the values there? 
The auditing practice of this country 
as a whole spends too much time on 
checking postings and running down 
23-cent errors in bank balances, while 
considering that an inventory within 
15 per cent. or 20 per cent. is close 
enough. The vital point, therefore, is 
not as to how much inventory verifica- 
tion would increase the cost of audits, 
but how auditors are going to meet fully 
the responsibility of so organizing and 
conducting their work as to make it 
count for the most to their clients. 

The fact is that the auditor can make 
inventory verification an integral part 
of his program without undue cost to 
the client. We know from experience 
that we can assume full responsibility 
for from 30 per cent. to 50 per cent. of 
the audit fee—the exact amount in any 
case depending, as it should, upon the 
relative importance of the inventory 
among the items to be verified. Fees 
certainly do not have to be “multiplied,” 
as some bankers and accountants have 
claimed would be the case. Upon this 


basis we have emphasized to our clients 
the importance of our assuming full 
responsibility for inventory verification, 
and we have met with a gratifying 
response. 


eee Strange lights appear in 
the sky... men hurtle through space... thin 
steel towers scatter voices in the air... commerce 
multiplies its volume ... darkness is drowned in 
light... space is annihilated ... elements and 
dimensions, if not conquered, are at least sub- 
dued... and always to the end that new and 
better ways of doing things shall rule... 


Banks Grow Bigger to Serve Better 


The service of the modern bank must keep a step 
ahead of demand, for to do otherwise would clip 
the wings of progress... and now the faster fall-time 
tempo finds “ Mercantile-Commerce” greeting the 
new business year with greater ability to serve. 


Mercantile-Commerce 


Bank an and Trust | Company 
Locust~ —s 
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SUPPORT OF BANKERS NEEDED 


Progressive bankers have long been 
in favor of full responsibility of ac- 
countants for inventory verification, and 
the Robert Morris Associates have done 
most praiseworthy work in giving this 
matter proper attention in their educa- 
tional endeavors. On the other hand, 
there are many conservative bankers 
who agree that the theory of inventory 
verification is correct, but frankly assert 
that the competition for business among 
banks is too keen for them to insist on 
inventory verification. It may be pos- 
sible for banks in another city to bring 
about inventory verification, but for 
themselves the bugaboo of “local condi- 
tions” is too frightening. 

Such bankers do not urge with any 
appreciable degree of emphasis that 
companies have a real audit job done, 
and often accept a certified statement 
without questioning the qualification in 
the certificate as to inventories. Then 
they are likely to omit all inventories 
from the current assets and loan on the 
basis of cash and receivables only. Yet, 
if inventory fraud is later discovered, 
the auditor is blamed. 

I think the bankers have been unfair 
to public accountants in holding them 
to blame in such circumstances. It is 
too much to expect at the present time 
that any accounting firm will refuse to 
accept an engagement unless it includes 
a complete verification of the physical 
inventory, but the accounting firm 
should not be criticized by bankers if 
it has tried to persuade the client that 


a verification of the inventory would be 
the most satisfactory procedure for all 
concerned. 

When the public accountant stands 
ready to assume full responsibility for 
inventory verification, the banker has a 
definite responsibility for real co-opera- 
tion. In the first place, the banker is 
directly responsible for educating every 
client in regard to the point that an 
unqualified certificate, based on inven- 
tory verification, has the highest value 
to his bank as the foundation for credit. 
In the second place, the banker should 
not leave the accountant alone to handle 
the question of fee with the client, but 
should emphatically explain to the client 
that whatever portion of the audit fee 
covers inventory verification is wholly 
justified by the importance of the inven- 
tory item. Mere lukewarmness on the 
subject of inventory verification is not 
sufficient; a cordial indorsement of the 
idea is needed. 

When bankers in general show a more 
general practice of what progressive 
bankers have for some time been preach- 
ing, there will be a gratifying increase 
in the number of thoroughgoing pieces 
of ,audit work done. For progressive 
auditors are standing ready—and, as I 
have said before, any banker who 
seriously wants an inventory verification, 
and will strongly support the idea, can 
find more than one auditor who is quali- 
fied by training and experience to per- 
form this work satisfactorily, and who, 
far from shirking the task, will welcome 
it. 
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PROVIDENCE, RHODE ISLAND 
The Southern Gateway of New England 


THE home of skilled workmen, diversified in- 
dustries, accessible port facilities, and a State-wide 
banking service. 


From this great main office, and our fourteen branch 
offices located in various towns and cities of Rhode 
Island, we are equipped to handle every branch of 
banking business efficiently and promptly. 


Correspondence Invited 


INDUSTRIAL 
TRUST COMPANY 


Resources More Than $150,000,000 Member Federal Reserve System 


Five PROVIDENCE Offices fr. Providence Pawtucket Newport} 


111 Westminster Street — 63 Westminster Street § Woonsocket Bristol Wenstiys 
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Problems in Bank Credit 


By M. E. RoBEerTsON 


THE BANKERS MAGAZINE has secured the services of a capable credit man to 
answer the inquiries of readers on current problems of the credit manager. Questions 
of general interest to credit men and bankers will be answered and only the initials of 
the persons asking the questions will be used. In case the question is not one of 
particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 
editor to draw the proper conclusion. Inquiries should be addressed to the Editor, 
Bank Credit Problems, THE BANKERS MaGazINE, 71-73 Murray Street, New York. 


UESTION: In instances where you 

would loan a customer upon his 
own note and in addition discount his 
receivables, what attitude do you take 
with regard to his total debt? To 
make myself clear, do you feel that the 
amount of receivables discounted for a 
customer should apply against his line 
of credit upon his own note? Also, 
what is your opinion with regard to 
balances that should be maintained 
against customers’ paper discounted? 


j.G.L 


ANSWER: We are of the opinion 
that in establishing a line of credit for 
a customer his borrowings both upon 
his own note and upon his customers’ 
paper should be taken into considera- 
tion. We have always regarded it de- 
sirable to establish the line in this man- 
ner: $5000 own note; $2500 customers’ 
paper. In this way we would give the 
full $7500 on customers’ paper, but 
never more than $5000 on his own. 
Of course, when we talk of segregating 
the jine in this way, it naturally as- 
sumes that the customers’ paper will be 
of a satisfactory grade, for were it not 
to be then the line might just as well 
be $7500 on the borrower’s own. With 
two-name paper of a satisfactory grade, 
the contingent liability of the discounter 
is nominal and, therefore, the principal 
tisk is in the direct accommodation. Of 
course, there is always the possibility 


that this contingent liability might de- 
velop into a direct liability and for 
that reason some consideration must be 
given to the customers’ ability to ab- 
sorb it. It is our impression that it is 
not good banking to extend a customer 
an excessive line merely because it is 
two-name paper, for it only encourages 
him to over-expand his operations and 
may only lead to considerable trouble 
in the event of failure of the maker of 
the paper to take care of it properly. 
In certain lines of business, such as the 
automobile dealer, there are agencies 
through which he can dispose of his 
two-name paper representing the sale 
of cars. We were speaking of lines of 
business not considered as those which 
are engaged in the instalment sale of 
articles. Then, too, in discounting re- 
ceivables the banker must realize that 
he is placing in “hock” one of the cus- 
tomer’s best assets. The question, there- 
fore, resolves itself into one of whether 
in discounting his customers’ notes the 
borrower is merely placing a small part 
of this asset in “hock” or whether sub- 
stantially all of his receivables are being 
discounted. If all of his receivables 
were being discounted we question 
whether he would be entitled to any 
accommodation on his own note. If 
his customary method of doing business 
was on open account and he only oc- 
casionally took notes, which he desired 
to discount, the loan would take on a 
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different aspect. In the latter case it 
is assumed that he has a reasonable 
amount of good accounts receivable 
back of his own note borrowings. This 
is the nearest asset he has to cash. If 
as fast as he turns merchandise into re- 
ceivables he turns the receivables into 
cash, we question the justification for 
borrowing upon his own note. While 
many bankers are inclined to look for 
balances of 20 per cent. on single-name 
borrowers, there are many who put 
two-name paper under this same classi- 
fication so far as balances are concerned. 
On the other hand, a great many con- 
sider 10 per cent. balances as support- 
ing the accommodation extended on 
customers’ paper. 


QUESTION: Are there any particu- 
lar features which should be given con’ 
sideration to a company showing a 
bonded indebtedness? What effect, in 
your judgment, does the bonded debt 
have upon the credit risk and do you 
think the risk is as good in the case of 
a company having a bonded debt as in 
one not having one? Your comment 


will be valued. GS. T. £. 


ANSWER: The effect which a 
bonded debt has upon a credit risk is 
governed absolutely by the terms of 
issue of the bonds. The terms of issue 
are governed in turn by the credit sit- 
uation of the company and the money 
market. If the amount of cash re- 
ceived is such as to make a large dis- 
count upon the bonds and the coupon 
rate is high, you can readily understand 
that the cost of this capital to the com- 
pany is rather high. Perhaps, the use 
to which it can be put far offsets the 
cost. Only a careful survey of the 
trust indenture will reveal what the 
company covenants and agrees to do 
for the protection of its bondholders. 
It will show the liens which bondhold- 
ers have upon assets, if any. It will in- 
dicate what current position the com- 
pany agrees to maintain. It will show 
exactly all the things the company 
agrees to do and in the event that such 
agreements are not lived up to what 
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control the bondholders may exercise, 
It is these agreements that have a bear- 
ing upon the credit risk from the stand- 
point of the unsecured lender. It is, 
therefore, most essential that in the 
case of all borrowers having a funded 
debt the trust indenture be reviewed 
with great care. 


QUESTION: What ratio of current 
assets to current liabilities do you feel 
is desirable for a cotton converter? 

C. E. 


ANSWER: The cotton converter 
shows a fairly good ratio of current 
assets to current liabilities. In a study 
prepared by Alexander Wall and the 
Robert Morris Associates of statements 
as of about December 31, 1928, the re- 
sult was about as follows: Seventy-five 
per cent. of the forty statements ana- 
lyzed showed a current ratio of 253 
per cent. or better; 50 per cent. of the 
forty statements analyzed showed a 
current ratio of 307 per cent. or better 
and 25 per cent. of the forty statements 
analyzed showed a current ratio of 486 
per cent. or better; 50 per cent. of the 
grouping statements according to ratios 
which is being developed by Mr. Wall 
is a very interesting and important step 
in statement analysis. It gives to the 
analyst something far better to work on 
than one general average figure. It 
makes far more intelligent analysis and 
is simply another of Mr. Wall’s prog: 
ressive moves for better, more_intelli- 
gent and comprehensive statement an- 
alysis. 


QUESTION: How do you feel con 
cerning the indorsement of a man‘ 
wife? Being a country bank we have 
many small borrowers and these men 
own property in joint name. Do you 
think the indorsement of the wife 
should be secured? D. O. B. 


ANSWER: The advantage of secut’ 
ing an indorsement of a man’s wife 
would be- dependent to some extent 
upon the laws of each particular state. 
Up to a short time ago a woman's in 
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dorsement in the State of New Jersey 
was not legal and would not hold. 
There was, therefore, no advantage 
other than a moral guarantee to se- 
cure her indorsement. The customary 
procedure, where both signatures were 
desired, was to use a special note made 
by the wife and indorsed by the hus- 
band. This phase of the situation 
would be dependent upon your state 
laws and other features of law might 
tend to make her indorsement more or 
less desirable. In the case of New 
York and New Jersey today such an 
indorsement is highly desirable. In 
New Jersey a man cannot sell or mort- 
gage property without the signature of 
his wife. Her signature on the bank’s 
note, therefore, has a vital bearing on 
the loan in case of family troubles 
where the man’s assets are limited. In 
the event that he has substantial cap- 
ital in his business and other assets 


aside from those held jointly with his 
wife, the loan assumes another aspect. 


QUESTION: Where a -statement 
has an item “Merchandise sold but not 
delivered” as an asset is such an item 
at the cost or market price of such 
merchandise or at its selling price? Of 
course, it is a current asset but it is not 
usual and we would like an explanation 


of this point. ¥. os 6s 


ANSWER: As to whether the mer- 
chandise sold but not delivered is in the 
statement at its cost or market value, or 
whether it is in at selling price is a diff- 
cult question to answer. The manage- 
ment of the company could best answer 
such a question. It is usually customary 
to carry merchandise at its cost or 
market value, whichever is lower, and 
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that is regarded as the proper procedure. 
In certain lines, however, the business 
is seasonal; it is customary to take orders 
for a future season’s business and, as 
the merchandise is ready, pack and crate 
it ready for shipment at a designated 
future date. The management realizes 
that its inventory is heavy at this par- 
ticular time and in making a statement 
wants to convey the impression, how- 
ever, that a good part is sold but await- 
ing delivery and, therefore, is in effect 
not terribly out of balance. This may 
be a good reason for the division and 
in such cases it is probably on a cost or 
market basis. If, however, they desire 
to jack up profits they can easily put 
it in at selling price. Of course, this 
means that a certain amount of profits 
on the coming year’s business has been 
discounted unless the same condition 
exists at the close of the next year. 
Ordinarily the right time for profits to 
enter the balance sheet is when mer- 
chandise is shipped and takes the form 
of accounts receivable. Up to the time 
that it becomes accounts receivable it 
would seem that the fairer basis is cost 
or market. 


QUESTION: Would you kindly ad- 
vise what is meant by the expression of 
“Fixed Capital”? How is it generally 
used? 


ANSWER: The expression “Fixed 
Capital” is generally used to refer to 
that portion of net worth which is 
represented in fixed assets, such as land, 
buildings, machinery, equipment, ete. 
In the regular course of business, in- 
come is derived from the use and ac- 
tivity of fixed assets and not from the 
sale of them. 
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Side by side in the sample book of checks made 
on La Monte National Safety Paper you will find 
the names of nationally known banks in all sec- 
tions of the country. 

Significant—because it shows that National 
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in check papers. 
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Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest Handed Down 
by State and Federal Courts Upon Questions of the Law 
of Banking and Negotiable Instruments 


STIPULATION PROTECTING 
BANK IN PAYING STOPPED 
CHECK 


Gaita v. Windsor Bank, Court of Ap- 
peals of New York, 167 
N. E. Rep. 203 


HE drawer of a check has the 
Tas to stop its payment providing 

he gives notice to the bank before 
the check has been paid or certified. If 
the bank subsequently pays the check, 
even through an oversight, it will be 
liable to the depositor for such damages 
as he sustains as a result. 

In this case it is held that a bank may, 
by a proper stipulation, inserted in its 
stop order, protect itself from liability 
of this character. The stipulation used 
by the bank in this case reads as fol- 
lows: 

“Should you (bank) pay this check 
through inadvertency, or oversight, it is 
expressly understood that you will in 
no way be held responsible.” 

Protective clauses of a similar kind 
have been held valid also in Massachu- 
setts and Pennsylvania. In California, 
however, such a stipulation has been 
held invalid as against public policy on 
the ground that it is not permissable 
for a bank to contract against liability 
for its own negligence. 

_ The opinion of the Court of Appeals 
in the present case written by Judge 
Hubbs reads as follows: 


“The plaintiff was a depositor in the 
defendant bank. He drew and delivered 
to the payee a check on his account. 
The next morning, before the check had 
been presented for payment, he executed 
and delivered to the teller of the de- 
fendant bank a “stop payment notice,” 
which reads: “Please stop payment on 
Check No. 220 for $500.00 dated July 
Ist, drawn by me to the order of Philip 


Bernstein atty. for E. Schneider & Son 
Garage Corp. and I hereby agree to in- 
demnify The Windsor Bank against any 
loss resulting from nonpayment of said 
check. Should you pay this check 
through inadvertency, or oversight, it is 
expressly understood that you will in 
no way be held responsible.” Five days 
later the check was paid by the de- 
fendant bank and the amount charged 
against the plaintiff's account. 

“This action is to recover from the 
defendant bank the amount paid by it 
and charged against the plaintiff. Thus 
far the plaintiff has succeeded upon the 
ground that the check was negligently 
paid by the bank and that such negligent 
payment made the bank absolutely liable 
to its depositor, without regard to the 
terms of the ‘stop payment notice.’ The 
courts below have refused to give any 
effect to the words, ‘Should you (bank) 
pay this check through inadvertency, or 
oversight, it is expressly understood that 
you will in no way be held responsible.’ 

“Undoubtedly the drawer of a check 
which has not been certified has a legal 
right to stop the payment thereof by 
giving a seasonable stop payment notice 
to the bank upon which it is drawn, and, 
if the bank thereafter pays such check, 
it is liable to the drawer therefor. That 
is the bank’s common-law liability. Such 
liability grows out of the relationship of 
the parties, which is that of debtor and 
creditor. After the receipt of an un- 
equivocal notice to stop payment, a bank 
pays at its peril. American Defense 
Soc. v. Sherman Nat. Bank of New 
York, 225 N. ¥. 506, 122 N. B.-655; 
Florence Min. Co. v. Brown, 124 U. S&S. 
385, 8S. Ct. 531, 31 L. Ed. 424; Usher 
v. A. §. Tucker Co., 217 Mass. 441, 
105 N. E. 360, L. R. A. 1916F, 826. 

“The common-law liability of a bank 
in regard to a specific transaction may 
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Life Companies 
and Trust Organizations 


i, WE examine the scope of the services performed 
by life insurance companies and trust organizations, including 
in the latter term trust sections of commercial banks, we shall 
find a broad field of co-operation. 


While the general character of each is fiduciary, the two in- 
strumentalities are not natural competitors. They are more 
nearly like allies, although their activities are distinctive. 


Each suggests, initiates, activity for the other. Each furnishes 
service for which the other is not equipped; one the insurance 
of the productive value, accumulated and prospective, of human 
life; the other the administration of trusteeships, of which many 
proceed from life insurance. 


There is no doubt that the two can supplement as well as 
complement each other, and it is noteworthy that the banks and 
trust companies have realized this fact and applied it in a practi- 
cal way. On the other hand, it is evident to me that a corte- 
sponding interest in the promotion of the welfare of the banking 
and trust companies is now a part of the program of every wide- 
awake life insurance man. 


WALTON L. CROCKER, President 


LIFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 


INQUIRY BUREAU, 197 CLARENDON ST., BOSTON, MASS. 


Please send booklet, “Estate Conservation and Life Insurance Trusts.” 


Address. 


B. M, 
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be limited provided the limitation has 
the assent of the depositor. In such a 
situation the clearly expressed intention 
of the parties will prevail and the rule 
of ‘freedom of contract’ will be enforced. 
Isler v. National Park Bank of New 
York, 239 N. Y. 462, 147 N. E. 66; 
Tremont Trust Co. v. Burack, 235 Mass. 
398. 126 N. E:. 782, 9 A. Lb. KR. 2067; 
27 Columbia Law Review, 294. 

“The notice served on the bank by 
the plaintiff is clear and unambiguous. 
There can be no mistake in regard to 
its meaning. The plaintiff, in effect, 
notified the bank that he had given a 
check which was valid, but that he had 
changed his mind and did not want the 
check paid. He said, however, in effect, 
‘If you (the bank) do pay it through 
inadvertence, I will not hold you re- 
sponsible.” He had a legal right to 
serve such a notice qualifying the bank’s 
common-law liability, and, when the 
bank paid the check, after receipt of 
such notice, it did not become legally 
liable to the drawer in the absence of 
evidence of willful disregard of the 
notice. : 

“If a drawer desires to hold a bank 
to its common-law liability and impose 
upon it the absolute duty of stopping 
payment of a check, the notice served 
on the bank should be positive and un- 
qualified. Then, if the bank does not 
desire to assume the liability imposed by 
such a notice, it may cancel the account 
and terminate its relationship with the 
depositor. 

“On the other hand, if the drawer 
serves a qualified or limited notice like 
the one in question, the obligation of the 
bank is thereby limited, and it will not 
be liable to the drawer if the check is 
inadvertently paid.” 


TIME FOR BRINGING SUIT ON 
FORGED CHECK 


Merchants’ National Bank of Los An- 
geles v. Continental National - Bank 
of Los Angeles, California District 

Court of Appeal, 277 Pac. Rep. 354 


The California statute (sec. 340, sub. 
3, California Code of Civil Procedure), 
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providing that an action by a depositor 
against his bank for the payment of a 
“forged or raised check” must be brought 
within one year, does not apply to a 
check bearing a forged indorsement. 
The word “forged,” as used in the 
statute, applies only to a forgery of the 
drawer’s signature. 

In this case it appeared that a title 
company drew a check on the plaintiff 
bank for $1,651.60, payable to the order 
of Camille Sentous as administrator of 
an estate. The check was delivered to 
one King, who was attorney for the 
administrator. The attorney, without 
authority, indorsed the payee’s name on 
the check and deposited it in the de- 
fendant bank by which it was collected 
from the plaintiff, the drawee. More 
than a year later the plaintiff was 
notified that the check had been paid 
on a forged indorsement, made the 
amount good to its depositor and com- 
menced this action against the defendant, 
the collecting bank. 

One of the defenses relied on by the 
defendant was this statute. It was not 
claimed that the statute barred the 
plaintiff's action itself. The claim was 
rather that the statute would have 
barred the title company from holding 
the plaintiff bank liable, that the pay- 
ment by the plaintiff to the title com- 
pany was therefore voluntary and that, 
consequently, the plaintiff could not hold 
the defendant liable. 

The following paragraphs are quoted 
from the court’s opinion: 


“There is neither proof nor conten- 
tion in the record that the face of the 
check when presented was in any way 
altered as to amount, name of payee or 
of maker, or otherwise. The sole defect 
was the forged indorsement written on 
the reverse side of the paper. 

“A check is defined as ‘a bill of ex- 
change drawn on a bank payable on 
demand’ (section 3265a, Civ. Code), 
and ‘a bill of exchange is an uncondi- 
tional order in writing addressed by one 
person to another, signed by the person 
giving it, requiring the person to whom 
it is addressed to pay on demand or at 
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a fixed or determinable future time a 
sum certain in money to order or bearer’ 
(section 3207, Civ. Code). The instru- 
ment involved in this case was therefore 
complete in itself without any indorse- 
ment. First Nat. Bank v. U. S. Nat. 
Bank, 100 Or. 264, 197 P. 547, 14 A. 
L. R. 479. An indorsement is not, 
under the above definition, an essential 
part of a check; it need not even be 
written on the instrument, itself, but 
may be ‘upon a paper attached thereto.” 
Section 3112, Civ. Code. ‘The forgery 
of the indorsements was entirely distinct 
from the issuance of the checks on false 
demands, and there was no relation be- 
tween them.’ Los Angeles Investment 
Co. v. Home Savings Bank, 180 Cal. 
601, 610, 182 P. 293, 297 (5 A. L. R. 
1193). 

“We are of the opinion that the 
presence of a forged indorsement does 
not make an otherwise unaltered check, 
bearing the genuine signature of the 
maker ‘a forged or raised check’ within 
the meaning of section 340, subd. 3, of 
the Code of Civil Procedure, and that, 
had the Legislature intended to extend 
the exception to the general rule laid 
down in section 348 of the same Code, 
it would have so indicated by apt words. 
In this opinion we are fortified by the 
reasoning of the District Court of 
Appeal for the First Appellate District 
of this state, as well as by well-considered 
cases from other jurisdictions. 

“In the very recent case of Atwell v. 
Mercantile Trust Co. (Cal. App.) 272 
P. 799, the action was by a depositor 
against a bank to recover the amount 
of checks issued by the depositor and 
paid by the bank upon forged indorse- 
ments. The bank pleaded the bar of 
section 340, subd. 3, of the Code of 
Civil Procedure. The point presented 
for decision was thus identical with the 
question here under discussion. The 
court noted that section 340 ‘covers a 
special class of cases and is an exception 
to the general rule’ promulgated by 
section 348 and proceeded to discuss 
the development of the law relating to 
the duties and obligations existing as 
between banks and their depositors as 


throwing light upon the question of the 
legislative intent in adopting this excep- 
tion to the rule. The court further said: 
““The execution of a check and the 
execution of an indorsement are distinct. 
The first is the act of the maker and the 
second is the act of the payee. A check 
is complete as a check without an in 
dorsement. A check is defined as a 
“bill of exchange . . . payable on de- 
mand.” Section 3265 (a), Civil Code. 
An indorsement “must be written on 
the instrument itself or upon a paper 
attached thereto.” Section 3112, Civil 
Code. The history of the development 
of the law relating to the duties and 
obligations between banks and depositors, 
briefly referred to in the above decisions, 
leads to the conclusion that the words 
“forged or raised” check, as used in these 
statutes and in our own statute, do not 
refer to a “forged indorsement.”’” 


CASHING CHECKS PAYABLE TO 
ORDER 


Gutfreund v. East River National Bank, 
New York Court of Appeals, 
167 N. E. Rep. 171. 


When a clerk in the employ of a de- 
positor presents a check payable to or- 
der and indorsed in the payee’s name, 
requesting the amount in cash, the bank 
should be cautious in making payment. 
There is a risk involved in cashing 
checks in this form. 

The facts in this case showed that the 
plaintiffs were partners in a wholesale 
meat business. They kept their business 
checking account in the defendant bank. 
Among those from whom they made 
purchases from time to time were Swift 
& Company and Cudahy Packing Com: 
pany. 

In the plaintiff's employ was a book- 
keeper, one of whose duties was to write 
out checks payable to persons to whom 
the plaintiffs were indebted and to pre’ 
sent them to one of the plaintiffs for 
signature. 

Occasionally the 


bookkeeper, who 
was dishonest, would fill out a check 
which did not represent a debt actually 
owing by the plaintiff. These checks 
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were made payable to the order of 
“Swift” or “Cudahy” and they were 
presented for signature along with other 
checks representing actual obligations. 
In each instance a space was left before 
the payee’s name. After the checks 
were signed the bookkeeper would in- 
sert an initial in the blank space, in- 
dorse the payee’s name on the back, 
present the check to the defendant bank 
and request the amount in cash. The 
bank cashed a number of such checks 
over a period of about fifteen months 
before the fraud was discovered. The 
bookkeeper had, of course, in the mean- 
time appropriated the proceeds. 

In this action it was held that the 
bank was liable to the plaintiffs for the 
amount of their loss. 

There is a general rule that it is negli- 
gent for a depositor to sign a check in 
such form that it may be readily altered 
and that a bank will not be liable to its 
depositor in paying such a check after 
alteration. This rule is usually applied 
In a case where the blank spaces are left 
before the amounts in words and figures 
and are utilized in raising the check. 


The court held that the rule could 
not be applied, however, in the present 
case. While the plaintiffs were negli- 
gent in signing the fraudulent checks, 
the bank was also negligent. It should 
have been put upon its guard when the 
clerk presented these checks payable to 
order, bearing the payees’ indorsements, 
and demanded cash. Its suspicions 
should have been aroused by the fact 
that the checks were payable to “Cud- 
ahy” and “Swift,” the names of firms 
with which the plaintiffs transacted busi- 
ness through the bank. The following 
paragraphs are quoted from the court’s 
opinion: 


“The first question is whether plain- 
tiffs were at fault in signing the checks. 
As the bank and the depositor are under 
a contractual relation in this matter 
(Gallo v. Brooklyn Sav. Bank, 199 
N. Y. 222, 92 N. E. 633) the depositor 
in drawing checks is bound to take usual 
and reasonable precautions to prevent 
forgery, although he is not required so 
to prepare the check that no one can 
successfully tamper with it. The drawer 
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of a check may be liable where he draws 
the instrument in such an incomplete 
state as to facilitate or invite fraudulent 
alterations. Critten v. Chemical Nat. 
Bank, 171 N. Y. 219, 224, 63 N. E. 
969, 971 (57 L. R. A. 529). 

“The question as to what is negli- 
gence facilitating alterations has given 
rise to much discussion. In the leading 
case of Young v. Grote (1827) 4 Bing. 
253, a depositor in a bank signed a 
blank check and left it with his wife to 
be filled up as required. The wife di- 
rected a clerk to fill it up for £52.2s. He 
did so and showed it to her. She then 
instructed him to get it cashed. He in- 
creased the amount of the check by 
£400, inserting the necessary figure and 
words in spaces which he had left for 
that purpose, and drew the larger sum 
from the bank. It was held that the 
customer, and not the bank, should suf- 
fer the loss. Reasonable care must be 
used to prevent forgery, and lack of rea- 
sonable care was shown. Although the 
application of the rule of care to the 
facts in Young v. Grote has been limited 
as casting too great a burden on the, de- 
positor, by requiring him to close up all 
spaces which might be utilized by a 
forger for the purpose of alterations 
(Colonial Bank v. Marshall, [1906} 

_A.C. 559, 568), and the case has been 
characterized by Esther, M. R., in Schol- 
field v. Londesborough [1895] 1 Q. B. 
336, 543, as ‘the fount of bad argu- 
ment,’ it still states the principle to be 
applied to blanks left unfilled in checks 
either as to names, figures or words 
(London Joint Stock Bank v. Macmil- 
lan, {1918} A. C. 777, 821. The rule 
as to other negotiable paper and other 
relations may be less strict. National 
Exch. Bank of Albany v. Lester, 194 
N. Y. 461, 473, 87 N. E. 779, 21 
L.R. A. (N. S.) 402, 16 Ann. Cas. 
7703 Scholfield v. Londesborough, supra. 

‘The grounds for the decision in 
Young v. Grote have been variously 
stated, but they resolve themselves into 
the principle that, if the negligence of 
the depositor is the cause of the pay- 
ment by the bank of a forged check, he 
may not set up the invalidity of the 
Paper which he has induced the bank to 
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act on as genuine. This principle rests . 
primarily on the doctrine of estoppel. 
If the negligence of the depositor en- 
ables the clerk to alter the check, and so 
causes the bank to make payment on a 
forged order, the depositor is estopped 
from disputing the authority of the 
banker to pay. Preclusion from asser- 
tion of rights is estoppel. Ewart on 
Estoppel, 45. 

“The checks have been produced be- 
fore us. They were, when signed, com- 
plete in form, except for the use of the 
single name of the payee and the blank 
preceding such name. The spaces left 
in the check facilitated the forgery by 
Hunold. They were left by him for the 
purpose of enabling him to accomplish 
the fraud. “The mere fact that the 
check is drawn with spaces such that 
a forger can utilize them for the pur- 
pose of forgery is not by itself any viola- 
tion of [the depositor’s} obligation.’ 
Colonial Bank v. Marshall, supra. But 
when the name of the payee is left 
blank, or partly blank, forgery is not a 
remote, but a natural, consequence. Lon- 
don Joint Stock Bank v. Macmillan, su- 
pra. The checks were drawn in a neg- 
ligent and unbusinesslike manner. At 
least it might have been so found as a 
question of fact. 

“But more must be shown to defeat 
recovery in this case. Mere negligence 
on the part of the depositor ought not 
to relieve the bank, unless the bank has 
been misled by the negligent act. It fol- 
lows that the ultimate question is: Did 
the bank rely on the form of the checks 
and was it misled by the fact that'they 
were altered through plaintiffs’ negli- 
gence? If it did not rely on the form 
of the checks, and was not misled by 
plaintiffs into the belief that the payees 
were genuine persons, who had genu- 
inely indorsed the checks, no estoppel 
arising out of the negligence of the 
plaintiffs can be asserted by the bank. 
It was not the negligence of the plain- 
tiffs, but the negligence of defendant, 
which was the proximate cause of the 
loss in this case. 

“A bank is bound by contractual ob- 
ligation to the exercise of due care in 
the payment of checks bearing the gen- 
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uine signatures of its depositors. Its 
negligence defeats the defense of negli- 
gence on the part of the depositor. Crit- 
ten v. Chemical Nat. Bank, supra, page 
232 of 171 N. Y. (63 N. E. 969). If 
it had a right to assume that the checks 
were the genuine checks of its de- 
positors, because the signatures were 
genuine and. no alterations appeared to 
excite suspicion, it owed a duty to them 
to make payment only to the payees 
therein named, or to their order. It 
made no inquiry as to the identity of 
the payees, or as to the genuineness of 
their purported indorsements. Plain- 
tiffs did not relieve it from that duty. 
It paid the checks to the makers’ em- 
ployee, Hunold, without inquiry, because 
it had misplaced confidence in him. If 
a stranger representing himself as 
‘C. Swift,’ for example, had presented 
the check, the bank would have been 
bound at its peril to see that he was in 
truth the payee entitled to receive pay- 
ment thereon. Bank of British North 
America v. Merchants’ Nat. Bank, 91 
N. Y. 106, 111. The depositor has a 


right to rely on the bank to be careful 
not to pay out money to the wrong per- 


son. Nothing in the form of the al- 
tered checks estopped the nlaintiffs from 
insisting on that right. If by their neg- 
ligence the checks had been made pay- 
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able to genuine payees, who received the 
amounts thereof, or if the amount of the 
checks had been raised through their 
carelessness, the case would have been 
different. The bank might then rely on 
the form of the checks, and charge the 
plaintiffs with an estoppel. If we as 
sume ‘that the bank might rely on the 
checks as being genuine in form, still it 
did not exercise any care to identify the 
payees. 

“The bank knew Hunold as the em 
ployee of plaintiffs. It failed to observe 
the suspicious circumstances that the 
checks he was cashing were payable to 
‘Cudahy’ and ‘Swift,’ names of firms 
with which plaintiffs transacted business 
through the bank; that the indorsements 
of the payees and Hunold bore a strik- 
ing resemblance, and that these ‘Cud- 
ahy’ and ‘Swift’ checks were being pre: 
sented by Hunold for payment with 
some regularity. The jury might have 
found negligence from these facts alone. 

“We reach the conclusion that the 
plaintiffs may have been negligent in 
drawing the checks, but that their neg: 
ligence was not the cause of the failure 
of duty on the part of the bank in pay’ 
ing the money to Hunold without 
proper identification of the payees and 
of their purported signatures.” 
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Germany in the First Half of 1929 


Review by the Reichs-Kredit-Gesellschaft, Aktiengesellschaft, Berlin, 
of the Financial and Economic Situation of Germany 
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NDER modern industrial condi- 
| | tions adequate supplies of capi- 

tal are necessary to put avail- 
able productive forces to their most 
economic use. In a world which is 
continually striving: for increased con- 
sumption and increased efficiency, the 
results achieved in this respect are the 
most important factors in the creation 
of new capital. The relationship be- 
tween supply of capital and the creation 
of new capital is particularly significant 
in the case of debtor nations. Since 
Germany is today the world’s largest 
debtor nation she is more than any other 
country compelled to resort to labor 
saving devices and machinery, in other 
words, to investments of capital in in- 
dustry. Moreover, Germany is with- 
out many of the advantages, such as 
natural resources and an income from 
foreign investments, which serve to 
alleviate the economic problems of other 
nations. Such economic progress as she 
has made has had to be achieved step 
by step and by dint of hard work. The 


advantages of which nature and historic 
fate have deprived her have had to be 
offset by improved equipment and more 
efficient production methods. The 
quicker Germany’s industry is to forge 
ahead, and the sooner the disadvantages 
arising out of reparations are to be 
overcome, the more capital must be in 
vested in plant reorganization and plant 
construction. 
AN IMPORTANT RELATIONSHIP 

There is a similar relationship be- 
tween a favorable trade balance and the 
supply of investment capital. In a 
country confronted with the necessity 
of making large payments abroad, the 
supply of investment capital considered 
over a period of time also depends toa 
certain extent on the ability to sell with 
profit a part of its output abroad, and 
to achieve an export surplus at least 
sufficient to offset the foreign payments 
to be made. An expansion of foreign 
trade cannot, however, be accomplished 


Germany’s Imports of Capital, January-May, 1928 and 1929 


in million Rm. 
(approx.) 
Adverse trade balance without in- 
cluding gold and silver for cur- 
rency reserve purposes but in- 
cluding reparations deliveries in 
kind afd free gold and silver... . 


Debit balance of interest, services, 
international capital transfers, 
domestic reparations payments 


Increase in visible gold and foreign 
exchange holdings of the Reichs- 





Covered by in million Rm. 
(approx.) 


Decrease in visible gold and foreign 
exchange holdings of the Reichs- 
ooo dc can ciai erence teats 


Foreign loans (at issue price) inso- 
far as ascertainable 


Decrease in invisible foreign ex- 
change holdings of the Reichs- 


Miscellaneous imports of capital 
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without a general lowering of produc- 
tion costs and raising of quality, as well 
as the participation in all technical im- 
provements. The establishment of closer 


relations with the importing countries, 
2 process which in itself absorbs capital, 
18 also essential, and all of these factors 
in turn presuppose extensive capital in- 


vestment. 

Thus Germany’s economic recovery 
depends equally on adequate supplies 
of capital, improvement of industrial 
methods, and the expansion of her ex- 
port trade. 

A reciprocal relationship also exists 
between the supplies of capital available 
to Germany and to other countries. As 
has been repeatedly pointed out in these 
reviews, the creation of new capital 
within Germany has thus far been in- 
adequate, and she has therefore been 
forced to rely on foreign countries to 
meet her requirements. As the import 
of capital becomes more difficult and ex- 
pensive, Germany's economic reconstruc- 
tion is retarded, except insofar as these 
difficulties arise from more capital being 
invested in other countries, and Ger- 
many is able to participate therein by 
way of increased exports. To Germany 
as a debtor nation it is most important 
that the world’s available capital be 
applied so as to increase purchasing 
power and make investments that will 
permanently enhance the capacity of 
the world’s markets. The world, in 
turn, is just as interested in a rapid 


economic recovery on Germany’s part, 
since it is obvious that the markets of 
all the other countries will thereby be 
correspondingly expanded. 


CAPITAL IMPORT 


In each of the last two years Germany 
has imported approximately four billion 
reichsmark of capital, and has invested 
this amount plus the capital created 
within her own borders. It was only 
with this extensive assistance from 
abroad that she was able to make full 
use of her plant and machinery. In 
the last half year, however, the stream 
of foreign capital has, to her detriment, 
been turned away from Germany. It 
has therefore not been possible to con- 
tinue with domestic constructions and 
productive investments to the same ex- 
tent as before. Fortunately, Germany 
is now able to reap the benefits of the 
progress made in the last few years and 
the foreign capital invested during that 
time. This offers some compensation for 
the diminished sales possibilities result- 
ing from the change in the flow of 
capital. 


PRODUCTION 


Production in Germany has been de- 
clining gradually for about a year, a 
development which becomes more strik- 
ing when compared to the correspond- 
ing situation in the other industrial 
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nations. Very heavy capital investments 
have been made in those countries 
which, although they are Germany's 
strongest competitors, are also her chief 
markets. This, together with the urgency 
of Germany’s own demand for new 
plant and equipment, has tended to slow 
up the downward trend of the German 
business cycle. Contrary to general 
pre-war experience, the falling off in 
output has affected production goods 
later and less directly than consumption 
goods. The characteristics of this recent 
development are not speculation and un- 
economic consumption but the construc: 
tion of factories and the creation of 
durative goods. The exceptional diff- 
culties in procuring new capital, which 
were experienced in the first five months 
of this year, have, insofar as figures are 
available, not as yet affected the output 
of production goods. 

Coal production and domestic coal 
consumption are ahead of last year. 
The rate of expansion has, however, not 
been as large as in the other coal pro: 
ducing countries; moreover, the figures 
are not as clearly symptomatic of general 


reign Loans 


| 1926 | 1927 


In Millions Rm. 


7128 


1,6595 


2 Including a 50 mill. Rm. issue of Federal Railway Co. Preferred Stock. 


4 Corrected figure. 


Distribution of German Foreign Loans 


1926 | 


1927 | 


1928 1926 | 1927 | 1928 


In Millions of Rm. 


1,259 
141 
186 

42 
36 
106 


1, 

Holland... 

Switzerland ae 

ae : 

Other countries... .. 
Total 


1,770 1 


{659 


158 
149 
231 
46 
43 
32 


1,086 
157 
193 

47 
9 
81 


1,637 





extent of our clientele — 








business conditions because of the ex- 
ceptionally cold weather experienced 
last winter. 


INDEX OF INDUSTRIAL PRODUCTION 


For the first four months of 1929, the 
index of production, as computed by the 
Institute for Economic Research, is on 
the average below the corresponding 
level of last year, but somewhat above 
the average of the last six months of 
1928. Production in Germany is thus 
declining at a time when it is rising in 
such other industrial nations as France, 
Great Britain, and the United States. 

The steady growth in the consump- 
tion of electric power by industry which 
continued into the third quarter of last 
year has slowed up appreciably. 

Freight traffic of the Federal Railways 
has remained on about the same level 
as last year. The cold winter interfered 
to some extent with the normal move- 
ment of freight, this deficiency being 
made up in the spring months. 

An increase in the population and the 
rowing specialization of labor predicate 
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a steady expansion of railroad traffic. 
The fact that the volume of freight 
moved is not increasing must therefore 
be interpreted as signifying a decline in 
the business cycle. 


IRON AND STEEL 


The statistics on iron and steel reflect 
the reduction of domestic capital ex- 
penditures and the increase of such in- 
vestments abroad. Domestic sales are 
below the corresponding levels of the 
previous year, and sales at that time 
were already declining. Moreover, the 
results for 1929 would probably have 
been even less satisfactory had it not 
been for the lockouts last November, 
which diverted some business into the 
spring months. It was also possible to 
increase the net export of iron and steel 
products considerably, so that the pro- 
duction of iron remained on about the 
same level as last year. This develop- 
ment is in marked contrast to the rising 
trend of the iron industry in other in- 
dustrial nations. 

The falling off in domestic capital 
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investments, contemporaneous with an 
increase thereof in foreign countries, is 
even more apparent in the machine in- 
dustry, as an examination of the respec- 
tive figures wil] reveal. 


BUILDING CONSTRUCTION 


It is in the field of building construc- 
tion that the chief characteristic of Ger- 
many’s demand for capital, namely its 
extreme urgency, is most apparent. In 
spite of the heavy increase in the cost 
of procuring new capital, the number 
of building permits for housing con- 
struction is still rising, while permits for 
public and industrial construction have 
had another sizable decline. Statistics 
for the first six months covering build- 
ings under construction were too se- 
riously affected by the cold weather to 
give a true picture of the situation. 

The lack of housing facilities in Ger- 
many is so serious that factors which 
normally would reduce the volume of 
construction, such as difficulties in ob- 
taining capital, are proving ineffective. 
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The rent tax coupled with the funds of 
savings banks and insurance companies 
have made a comparatively steady stream 
of capital available for building construc- 
tion. As already pointed out in previous 
reviews, the deficiency in housing facili- 
ties is so great that the consideration of 
cost has been subordinated to that of the 
general public welfare. It is still too 
early to estimate to what extent the 
difficulties in obtaining capital in the 
first half of this year will influence 
building construction in the coming 
months. Building for commercial and 
public purposes is showing the wide 
fluctuations that are characteristic of 
Germany's economic system at the 
present time. The gradually increasing 
volume of housing construction there’ 
fore has had a steadying influence on 
general business conditions. Judging by 
the reports of the various chambers of 
commerce, the downward trend of the 
business cycle in other industrial lines 
has continued. Nevertheless, due to 
seasonal influences, the movement is not 
wholly uniform. 
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land and representation in every banking town in the world, and is 
amply weeeet (as are the Paris and Brussels offices of the Westminster 
Foreign ) for specialized service in credits, collections, exchange, 
and all the ramifications of commercial finance. Banking houses 
wishing to establish a London connexion are invited to 
communicate with the Manager 
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UNEMPLOYMENT 


Unemployment has been unusually 
large in the last six months on account 
of the long and cold winter. Even at 
present there is more unemployment 
than a year ago, despite the fact that a 
great deal of work was shifted from the 
first to the second quarter. This is borne 
out by the statistics on unemployment 
that differentiate between the industries 
affected and not affected by weather 
conditions. 

Unemployment has been particularly 
serious in the consumption goods indus- 
tries, although they have for some time 
already been suffering more than the 
production goods industries. However, 
the employment situation improved sufh- 
ciently in the second quarter, so that by 
June the number of unemployed was 
only slightly above last year’s levels. 
Nevertheless, the fluctuations in the 
number of people employed throughout 
the country are appreciably greater than 
before the war. 

A part of the loss in national income 
brought about by unemployment has 


LONDON, 


been diminished by holding down the 
number of strikes and lockouts. It is 
worth noting that since the second 
quarter of 1928 lockouts have accounted 
for the loss of a greater number of 
working days than strikes, a situation 
which before the war indicated a declin- 


ing business cycle. 
LABOR EFFICIENCY 


Labor efficiency seems to be gradually 
increasing, although at the time this 
report is written only the figures for 
the Federal Railway Company and the 
Ruhr coal industry are available. The 
rise in labor efficiency has been one of 
the most notable features of Germany’s 
economic development in the last few 
years. Although the results achieved 
are most important, they are not as yet 
sufficient to offset the losses arising out 
of the war and its consequences; still 
further progress in this direction must 
be made in the coming years. 

Closely related to the improvement 
in labor efficiency is the trend of wages. 
In the course of the last half year there 
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have been further advances in the gen’ wages has apparently not affected Ger- 
eral level of wage schedules, while the many’s ability to compete in foreign 
cost of living has remained practically markets. 

unchanged. The accompanying table, AGRICULTURE 

covering standard wage schedules, gives 

a representative picture, although it It is impossible at this early date to 
does not take part time or overtime estimate the probable crop return for 
work into consideration. The rise in the year. Because of the bearing they 
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Capital Fully PaidIn . ‘ 


have on the purchasing power of the 
nation, the crop yields are a matter of 
major importance. About one quartet 
of the people are dependent on agricul’ 
ture for a living. Judging by the agri: 
cultural reports, the crops may be some’ 
what late, but a harvest more or less 
equal to last year’s may be anticipated, 
provided, of course, that normal weather 
conditions prevail during the summer. 
This assumption is supported by the 
figures on the sale of artificial fertilizer, 
which show another increase over last 
year. The amount of natural fertilizer 
used is probably about as large as before 
the war because the number of cattle 
head is about the same. 

The pursuit of agriculture demands a 
fairly steady volume of capital; on the 
other hand, the returns are hard to esti- 
mate and fluctuate very widely. In ad- 
dition there is the slow rate of turnover 
to be considered, so that, all in all, 
agriculture is seriously affected by the 
difficulties in procuring capital. There 
are but few other groups in the eco- 
nomic system where necessary reorganiza- 
tion is so hampered by the high cost of 
money, and where, at the same time, a 
more adequate supply of capital could 
produce such beneficial changes. Since 
the existing indebtedness of agriculture 
is already very high, any increase in 
agricultural income which can_ be 
achieved without the use of additional 
capital merits special attention. In this 
connection one may again emphasize the 
need of bringing town and country closer 
together by improving the means of 
transportation. By improved transporta- 
tion facilities, some of the most seriously 
afflicted agricultural districts would be 
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GENERAL BANKING BUSINESS 


benefited by being brought nearer to the 
centers of consumption 


DISTRIBUTION 


Mass consumption, which absorbs the 
major portion of production, has under- 
gone but little change. The higher level 
of wages paid was offset partly by the 
increase in unemployment, and partly 
by the general fear of a business depres’ 
sion—factors which would tend to pre- 
vent any further expansion in the 
volume of consumption. Investment in 
new plant and machinery has as a whole 
fallen off somewhat. Inventories, apart 
from seasonal swings, show relatively 
very little change, although there has 
been some shifting from the retailer to 
the manufacturer—a movement which is 
apparently continuing. Exports have 
absorbed an increasing proportion of 
Germany’s output. 

Sales of the co-operative associations 
on a per capita basis have grown; an 
increase in the number of commodities 
handled by the associations has been a 
contributing factor. Department store 
sales are but slightly higher than last 
year, and the actual rate of increase 
has fallen consistently. 

The volume of domestic capital ex- 
penditures has apparently fallen off, 
while the same is true of inventories. 
One is led to this conclusion by the fact 
that imports have decreased and exports 
increased during a time when mass con: 
sumption was slowly rising and produc- 
tion receding. This view is supported 
by the decline in domestic sales of iron 
and machinery, as well as the statistics 
on building construction mentioned pre- 
viously. 
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New York Agents: 
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VOLUME OF IMPORTS 


The diminished volume of imports is 
accounted for chiefly by foodstuffs and 
finished goods. Imports of raw mate- 
tials have increased. 

Exports continue to show a satisfac- 
tory upward trend; nevertheless, on a 
per capita basis they remain below pre- 
war levels even if deliveries in kind are 
included, and provided one allows for 
the lower purchasing power of money. 

While the excess of imports over 
exports totalled almost one billion reichs- 
mark in the first five months of 1928, it 
was reduced to about one quarter billion 
reichsmark in the corresponding period 
of the current year. The efforts made 
in this direction in the last few years 


are beginning to bear fruit. At the 
same time Germany is benefiting by the 
general increase in world trade and the 
growing investments of capital made by 
foreign countries. The expansion of ex- 
ports in the last year and a half was 
achieved without affecting commodity 
prices, at a time when world prices were 
falling rather than rising. The sales 
prices achieved by Germany in her 
foreign trade in 1928 exceed those of 
1927 by 2.1 per cent., if one figures the 
various commodities exported in 1928 on 
the basis of the prices prevailing in 
1927. A similar comparison for the 
first four months of 1929 with the cor- 
responding period of 1928 shows another 
increase of 0.4 per cent. A study cover- 
ing only finished goods reveals an in- 
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crease of 1.3 per cent. for 1928 and 
0.75 per cent. for the first four months 
of 1929. 


OUTLOOK FOR EXPORTS 


For the time being the trend of busi- 
ness in foreign countries seems still to 
be headed upward. German industry 
will, therefore, probably continue to 
receive more orders from abroad in the 
coming months. Although there has 
thus been a material improvement in 
Germany’s international trade position, 
the results achieved are not sufficient to 
enable her to meet the problems arising 
out of the reparations payments. To do 
so Germany must further reduce her 
cost of production, improve the quality 
of her output, and strengthen her com- 
mercial relations abroad. She must also 
be permitted to participate with the 
other nations in the exploitation of the 
world’s natural resources. 

Domestic prices have turned down: 
ward. Prices of commodities particu: 


larly sensitive to cyclical changes began 
to decline in the second quarter of 1928, 
and their trend is still in the same direc- 
tion. Industrial finished goods have been 
falling off since the turn of the year. 


Consumption goods, which previously 
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The Dock Board Coal Tipple, 
(pictured above) located on the 
Mississippi River, convenient to 
the New Orleans wharf system, and 
costing more than $1,000,000, has a 
storage capacity of 25,000 tons, is 
equipped to serve three ships simulta- 
neously, and can load 1,000 tons per 
hour. This service naturally facilitates 
to a marked degree the shipping 
of the Port. 
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registered a more rapid rise in price, 
are now also declining more quickly 
than production goods. Prices of raw 
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Backed by an experience of nearly eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 
the Philippine Islands. 

With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to' the 
foreign exporter, merchant, and investor. 

Careful and close attention given to the collection business of foreign banks. 
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materials belonging to both groups have 
been sagging since the middle of last 
year; in this case consumption goods 
were also affected more extensively than 


production goods. Agricultural com- 
modities generally react according to the 
crop returns both at home and abroad, 
and thus move more or less indepen- 
dently. The index of wholesale prices, 
which may be taken as indicative of the 
general price trend, has been pointing 
downward since the beginning of the 
year. 

The characteristics of Germany’s eco- 
nomic development for both the second 
half of 1928 as well as the first five 
months of the current year may there- 
fore be summed up as follows: a gen- 
erally downward trend of business as 
a whole, a relatively stable volume of 
mass consumption, somewhat lower in- 
ventories with, however, a decrease in 
the proportion of raw materials and an 
increase in the proportion of finished 
goods, a slowing up in domestic capital 
expenditures, and an expansion of ex- 
ports. The rise in the cost of money 
which took place while the Paris Re- 
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parations Conference was in session and 
which, although somewhat alleviated, 
still continues, is inducing caution in 
industrial enterprise and in the mainte- 
nance of inventories. Unless favorable 
international business conditions enable 
some of the industries to find a substi- 
tute for the decrease in domestic pur- 
chasing power, the decline in prices may 
be expected to continue. 


THE INVESTMENT MARKET 


Although the last six months have 
witnessed declines in domestic capital 
expenditures, in production, and in the 
adverse foreign trade balance, the difh- 
culties of obtaining capital have in 
creased and the cost of money has risen 
accordingly. An explanation is to be 
found in the higher reparations pay’ 
ments and in the reduced volume of 
capital imports, which subsequently 
turned into an actual movement of capi’ 
tal out of Germany. At the beginning 
of the year credit conditions had become 
a little easier, as a result of seasonal 
declines in business activity both at home 
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and abroad. The Reichsbank conse- 
quently reduced its rediscount rate by 
one-half of 1 per cent. However, in the 
course of the following months a with- 
drawal of foreign funds set in, accom- 
panied by a transfer of domestic funds 
abroad. The movement assumed such 
proportions that within a relatively short 
time the Reichsbank lost about one third 
of its gold and foreign exchange re- 
serves. If the Reichsbank had not raised 
its rediscount rate by a full 1 per cent. 
in April, and instituted a policy of credit 
restriction in May, the outflow of capi- 
tal would no doubt have been even more 
extensive. In “Germany’s Economic 
Development during the Second Half 
of the Year 1928” it was pointed out 
that Germany was applying the foreign 
capital imported to the accumulation of 
gold reserves rather than merchandise 
inventories. The wisdom of this policy 


was demonstrated in the last half year. 
The strain to which Germany’s economic 
system was exposed by the extensive 
shifting of capital was considerably 
lessened by virtue of the reserves previ- 
ously created. Toward the end of May 





BANKING IN FINLAND! 


KANSALLIS - OSAKE - PANKKI 


(National Joint Stock Bank) 
ESTABLISHED 1889 


Head Office: 
HELSINKI 
(Helsingfors), Finland 


162 Branches at all important business 
centres in Finland 





Reserve Fund and Profits Fmk. 
Total Assets (31/12'28)Fmk. = - 


All descriptions of banking business transacted 
Telegraphic address: KANSALLISPANKKI 


200,000,000 
217,000,000 
2,934,742,000 


the stream of capital once again turned 
in the direction of Germany, although 
the loss of capital of the first few months 
has not as yet been fully made up. 


INTEREST RATES 


An examination of the varying differ- 
ential between the interest rates of Ger- 
many and the lending countries reveals 
how the international movement of 
funds was affected first by the large 
domestic demands of the lender coun- 
tries, then by the seasonal decline of 
Germany's own _ requirements, and 
finally by the misgivings which resulted 
in a movement of capital out of Ger- 
many. 

An approximation of the amounts 
involved in these capital movements is 
given by the accompanying table cover- 
ing Germany’s capital imports for the 
first five months of 1929. As compared 
with the corresponding period of the 
previous year when the net amount of 
capital imported amounted to two and 
one fourth billion reichsmark, Germany 
imported only five hundred million 
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reichsmark. Half of this amount, i. e., 
one quarter of a billion reichsmark, was 
required to meet the increased repara- 
tions payments. 

Some idea of the fluctuations in the 
movement of capital which took place 
in the course of the first half year may 
be gained from an examination of 
foreign exchange quotations and the 
Reichsbank’s weekly figures of its gold 
and foreign exchange holdings. The 
flow of foreign exchange in and out of 
the Reichsbank was even larger than 
the statements might indicate. In addi- 
tion to its regular foreign exchange 
reserves, the Reichsbank maintains a 
special foreign exchange account, which 
instead of being shown separately, is 
grouped together with other assets. This 
secondary foreign exchange account has 
also undergone considerable variation. 

The flotation of German loans abroad 
has been practically at a standstill since 
March. As compared with last year, 
the decrease in foreign borrowing is so 
great that if a turn in events does not 
take place soon, a serious effect on 
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domestic capital expenditures can hardly 
be avoided. 

The increasing difficulties in securing 
capital have brought about quite an ex 
tensive rise in interest rates. At the 
beginning of the year there was, as 
has already been pointed out, a slight 
improvement in the condition of the 
investment market, which also found 
expression in interest rates. 


CHANGES IN CAPITAL MOVEMENTS 


Changes in the direction of capital 
movements do not merely represent a 
reduction in the supply of capital avail 
able to Germany for domestic invest 


ment. Imports of capital are the mar’ 
ginal quantity in the supply of capital, 
in that they also facilitate the borrow 
ing of domestic funds and tend to lower 
interest rates. The volume of securities 
that can be placed in the domestic market 
is always most vitally affected by any 
fluctuations that occur in the amount 
of capital imported. The reduction in 
the supply of available capital brought 
about by diminished capital imports and 
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by the movement of domestic funds 
abroad thus had a twofold effect on the 
domestic investment market. This is re- 
flected not only in the movement of stock 
exchange prices and the volume of new 
issues, but also in the amount of out- 
standing bank credits. 


SAVINGS DEPOSITS 


Savings deposits for the first six 
months will probably show only a slight 
reduction in growth considering the 


period as a whole. Nevertheless it is 
important to note that for the first time 
since the stabilization of the currency 
there was a decline in the monthly rate 
of increase. This decline began in April 
and assumed considerable proportions 
during May. It may be partially attrib- 
uted to the purchase by small investors 
of foreign currencies in exchange for 
German reichsmark, a practice which 
became fairly prevalent at the time. 
The import of capital by way of bank 
credits also experienced a decline. Loans 
and deposits of the German commercial 
banks have fallen off, even though this 


was the season in which the use of bank 
credit ordinarily increases. 

When the supply of capital first 
began to decline, and interest rates com- 
menced to rise, the ample credit reserves 
of the Reichsbank were still available 
to the market. Discounts at the central 
institution rose appreciably. The fact 
that such a large volume of credit was 
available through the Central Bank un- 
doubtedly tended to ease the monetary 
stringency. When these reserves. were 
depleted, and the Reichsbank was forced 
to advance its rediscount rate and then 
to inaugurate a policy of discrimination 
and credit restriction, it became increas- 
ingly difficult to supply credit fer do 
mestic purposes until the flow of foreign 
funds once again turned toward Ger- 
many. 

Considering the difficulties experienced 
in obtaining adequate capital, Germany’s 
economic system has thus far exhibited 
a remarkable power of resistance. The 
gradual increase in the number of busi- 
ness difficulties is in sharp contrast to 
the rapid rise in bankruptcies during the 
second half of 1925. Industrial and 
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commercial conditions have meanwhile 
been strengthened by more efficient 
operating methods, by the funding of 
debts, and by closer co-operation of do- 
mestic and foreign producers. Never- 
theless the number of bankruptcies has 
increased, which suggests that it was 
possible to retard but not to prevent a 
recession of the business cycle. 


ADVANTAGES OF CAPITAL IMPORTS 


The advantages which Germany may 
derive from imports of capital, the forces 
which attract capital into a country or 
drive it away, and in fact the general 
effects which this so-called floating 


supply of international capital has on 
the economic system of the country, are 
of a peculiar nature. The supply of 
capital actually exported, or even the 
amount that might be exported, is 
usually smaller than the volume of new 
capital created within the debtor coun: 
try. It is even more frequently below 
the volume created within the creditor 
country. The floating supply is, there- 
fore, small, as compared with the total 
amount of capital created by either the 
debtor or the creditor nation, and repre’ 
sents only the marginal quantity of 
available capital A very large per 
centage of the capital used in produc 
tion or distribution is domestic. Because 
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December 12, 1924 
June 6, 1925 
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1,013 
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2,351 
1,870 
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of its marginal nature, the volume of 
capital which passes from one country 
to another often appears to have more 
than average value. Imports of capital 
serve their purpose if the investments 
made with their assistance succeed in 
earning more than their own interest 
and amortization charges. This is par- 


ticularly true whenever available produc- 
tive capacity is not fully or efficiently 
utilized, or whenever there are possi- 
bilities of rapid expansion of output. 


The capital requirements of any coun’ 
try’s economic system are as a whole 
relatively constant, whether they serve 
to maintain a certain standard of living, 
facilitate production and distribution, 
or pay off foreign indebtedness. The 
additional profits resulting from im- 
proved operating efficiency, or from 
taking advantage of sudden market 
opportunities by increasing production 
rapidly, usually exceed the cost of the 
capital invested by more than the current 
rate of profit prevailing in the respective 
country. This also holds true if it be: 
comes ne ry to make additional ex- 
penditures—insignificant as they may be 
In comparison to the total volume al- 
ready spent—in order to avoid a decline 
in operating efficiency and in the aver- 
age rate of profit. In such instances it 
may be economically sound to import 
capital at interest rates above the aver- 
age. It must, of course, be borne in 
mind that the transfer of additional in- 
terest and amortization charges may at 
some later date exert pressure on export 
Prices and thus affect the general level 
of profit. Hence, the payment of a high 
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rate of interest for marginal imports of 
capital does not necessarily enable one 
to arrive at any conclusion as to the 
actual average return. 

Very often imports of capital are 
made not in the expectation of additional 
high profits, but merely and unfortu- 
nately because the need for capital is 
so very urgent. The interest on the 
additional capital borrowed increases the 
average cost of all the capital, but not 
by as much as the rates themselves 
exceed the average interest rate. If this 
does not show a loss, it is due to the 
fact that the total net profits are used 
to cover the charges on the additional 
volume of capital borrowed. 


MARGINAL CAPITAL EXPORT 


Capital that is exported is also 
marginal. Creditor nations very often 
do not see the necessity of exporting 
capital. Funds are, therefore, usually 
sent abroad only if the return on capital 
thus exported is decidedly above the 
average. 

The rate of interest which a poven 
nation must pay for the capital it im- 
ports will therefore always be higher 
than the rate paid by its competitors 
abroad; it will usually also be higher 
than its own average rate of return. 

An important exception to the general 
rule that exported capital returns a 
higher rate of interest than capital in- 
vested at home is furnished by instances 
of a so-called flight of capital. Capital 
that thus leaves a country usually yields 
a rate of income which is below the 
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With average yearly imports of about 
$90,000,000 the Island's collection business 
should be a significant item in every Bank. 


To facilitate obtaining a share in the han- 
dling of this substantial business Banks 
should select as their Porto Rican corre- 
spondent an institution with an intimate 
knowledge of local customs and laws, and 
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average. At the same time a flight of 
capital aggravates any already existing 
capital stringency, which will lead either 
to increased imports of capital at 
excessively high rates, because of 
forced selling, to exports of commodities 
at less than average prices. A flight of 
capital thus inflicts a twofold injury on 
a nation, which grows proportionately 
with the extent to which adequate 
supplies of capital are necessary for its 
welfare. A country in urgent need of 
capital must have recourse to every 
measure which may serve to stem the 
flight of capital and remove the causes 
of the expatriation. 
FOREIGN INVESTMENT MARKETS 

Since imports of foreign funds have 
such a vital bearing on the maximum 
total supplies of capital, a study of the 
trend of the financial markets of the 
large capital exporting countries deserves 
particular attention in Germany. Be- 
cause of the marginal nature of the 
foreign capital flowing into a country, 
even financial changes of minor im- 
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services and facilities in this respect. 


portance to a creditor nation will subject 
the movement of capital into debtor 
nations to serious fluctuations. Thus 
in the last six months the stringency of 
the money markets of New York and 
London were an important factor in 
curtailing the supply of capital available 
to Germany. 


PROSPECTS FOR THE FUTURE 


In the last few years Germany has, 
with the assistance of foreign capital, 
been enabled to build up and improve 
her economic system and also to pay 
reparations. In the first six months of 
the current year, however, the stream 
of foreign funds has turned away from 
Germany. As a result domestic busi 
ness has fallen off, but foreign markets 
have opened many new outlets for 
German goods. Insofar as Germany is 
able to compete abroad, her industry 
has been taking advantage of the rising 
business cycle in other countries. In 
this respect the improvements in operat 
ing efficiency and the development of 
foreign trade relations in the last few 
years have been helpful. The progress 
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made, however, is not sufficient, and 
tariff barriers and the numerous other 
handicaps are too great to permit 
German business to regain abroad what 
has been lost in the domestic market. 
Germany's economic development of. the 
last year and a half shows this clearly. 
In the second quarter interest rates 
continued to rise and the supply of 
available capital diminished even further. 
The stringency has been somewhat re- 
lieved since, but one might logically look 
for a further reduction in the volume of 
domestic capital expenditures and in the 
pace of industrial activity. The only 
solution lies in a more rapid expansion 
of exports. If exports cannot be in- 
creased quickly enough, operating ef- 
ficiency will diminish, affecting national 
income as well as the creation of new 
capital throughout the entire country. 
A slackening in the demand for capi- 
tal as a result of diminished investments 
in plant and other fixed assets, and of 
declining business activity, can produce 


but temporary relief, because the latent 
need for capital expenditures is too 
great. A curtailment of capital demand 
would merely serve to postpone and not 
to satisfy the need for new construction. 

At present a successful solution of 
Germany’s economic problems depends 
primarily on her ability to import capital 
in sufficient quantities, and to improve 
the terms on which capital may be ob- 
tained. Of equal importance is the 
question as to whether Germany can 
achieve the necessary expansion of her 
export trade. 

The many important prerequisites 
thereto include the restoration of Ger. 
many to absolute equality in interna- 
tional economic and political affairs, the 
abolition of all the war and post-war 
restrictions by which she is still ham- 
pered, and the assurance of peaceful 
economic progress. The productive and 
harmonious co-operation of all the 
nations of the world can be established 
only on this basis. 





The Financial and Economic Situa- 


tion Abroad 


World Market Conditions Summarized from Cable and Radio 
Reports Received by the U. 


SCHEME for the establishment of 
A: national committee and of dis- 
trict committees for the regula- 
tion of coal output and prices in Great 
Britain has been approved in principal 
by the central coal marketing committee 
and referred to district associations of 
colliery owners for their consideration. 
The scheme proposes that the national 
committee shall regulate national out- 
put, allocate district quotas, supervise 
district price schedules, and appoint 
arbitrators to settle disputes arising out 
of the scheme. The district committees 
would allocate colliery quotas, regulate 
prices in co-ordination with other dis- 
tricts, and enforce penalties on collieries 
for contraventions. It is now hoped 
that the scheme may be in operation by 
the end of November. The totals of 
workpeople on the unemployment regis- 
ters on September 2 were 1,152,000 for 
Great Britain and 35,000 for Northern 
Ireland, as compared with 1,325,000 
and 47,000, respectively, a year pre- 
vious. With increases chiefly in re- 
ceipts of foodstuffs and raw materials, 
imports into the United Kingdom in Au- 
gust, according to Government Board 
of Trade returns, reached £100,993,000 
—a total greater by about 8 per cent. 
than the value reported for July. Ex- 
ports of British goods amounted to £63,’ 
045,000, which was 5 per cent. less 
than shown in the July accounts. The 
value of re-exports, on the other hand, 
at £9,020,000, was greater by 13 per 
cent. 


NETHERLANDS 


August business in the Netherlands 
has been seasonally good and trade and 
industry are facing the fall season with 
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S. Department of Commerce 


a substantial volume of business. Con- 
fidence in the future is more widespread 
than has long been apparent, although 
money market uncertainties are causing 
some concern. Several firms which de- 
pend considerably on business with the 
Netherland East Indies are disturbed 
over discouraging reports of business 
conditions there, while others, which 
attribute the declining demand for old 
line staples to changing consumer con- 
ditions in that colony, are preparing to 
meet the situation. Business failures 
during August numbered 215 and 
those for the first eight months of the 
year 1861, as compared with 2245 for 
the corresponding period of last year. 
The percentage of workers totally un- 
employed on August 10 was 2.3 and 
of these partially unemployed 1. On 
the same date of last year 4 per cent. 
of the workers were wholly unemployed 
and 1.2 per cent. were partially un- 
employed. 


NORWAY 


The statement of the Norwegian 
State Telegraph for the fiscal year 1928- 
1929, recently published, shows a sur’ 
plus of 11,000,000 crowns or about 
1,400,000 crowns above estimate. This 
amount, however, does not represent an 
actual surplus, as nothing was deducted 
for depreciation or for interest on the 
capital invested. In comparison with 
the fiscal year 1927-1928 the income in- 
creased 900,000 crowns and expendi 
tures were lowered by 2,500,000 
crowns. Both revenues and expendi: 
tures were affected by a new system of 
accounts so that compared with the pre’ 
vious, year the actual increase in rev 
enues amounted to only 1,900,000 
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crowns and the decrease in expendi- 
tures to 1,300,000 crowns. 


DENMARK 


The notable improvement in the 
Danish situation during the last year 
was further characterized by increased 
commercial activity in the first half of 
the current year. Greater ability of the 
domestic industries to compete with 
foreign goods and increased output and 
sales of home products largely accounted 
for this improvement, as there was no 
noteworthy increase in imports of man- 
ufactured goods. Imports, in fact, de- 
clined and for the first six months of 
the year, as compared with 1928, 
dropped from 759,000,000 crowns to 
751,000,000 crowns, while exports rose 
from 749,000,000 crowns to 777,000,- 
000 crowns. As a result the import 
surplus was reduced to only 30,000,000 
crowns, which is even smaller than in 
the pre-war years. Decline in grain im- 
ports, especially corn, is responsible for 
this favorable trend in foreign trade 
and follows as a consequence of the ex- 
ceptionally large Danish harvest of last 
year. Regarding exports, manufactured 
goods increased very materially and 
agricultural exports remained at a high 
level. Another interesting trend in 
Danish foreign trade during the last 
six months was a very definite increase 
in the trade with England and a rather 
marked decline in the imports from 
Germany. 

FINLAND 


_ Economic conditions in Finland dur- 
ing August were spotty, with the out- 
look favorable. Although there are in- 
dications that it will be some time be- 
fore any real betterment in the financial 
situation can be expected, the prospects 
have improved. Industrial conditions 
remained somewhat below normal. Bank- 
Tuptcies are lower but protested bills 
ave increased. Stock exchange prices 
and turnover both have fallen off. The 
labor market is on the whole satisfac 
tory with unemployment normal. Im- 
Ports during July were slightly below 
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those of June with exports considerably 
higher. Industrial activity was limited, 
with the exception of lumbering in 
which exports were high, both season- 
ally and as compared with the pre- 
vious month. Prices remained low and 
prospects dull; no contracts for delivery 
in 1930 have been made. The sulphite- 
pulp market was good; 55 per cent. of 
the 1930 output has been sold and in- 
quiries for the 1931 production are 
coming in. The demand for sulphate- 
pulp was dull but the outlook is con- 
sidered good. Sales of wood pulp con- 
tinued to be slow. The plywood mar- 
ket is seasonally weaker; the capacity 
of the mills was not increased during 
the year. The paper market showed 
improvement. The cost of living index 
advanced. The financial situation re- 
mained unimproved, with prospects of 
betterment. The stock exchange index 
continued to weaken. The seasonal in- 
crease in lumber exports brought with 
it a large favorable balance during July. 
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SPAIN 


There were eighty-seven strikes in- 
volving 70,024 workers in Spain during 
1928, according to notices recently ap- 
pearing in the Spanish press. During 
1927 there were 107 strikes with 70,616 
workers involved. A review of the 
figures for the last eleven years in- 
dicates that the number of laborers in- 
volved in strikes and the number of 
strikes have greatly decreased. During 
the years 1917-1928, inclusive, there 
were a total of 5549 strikes in Spain 
and 1,178,810 laborers were involved. 


POLAND 


State finances for the first four 
months of the fiscal year—April-July— 
closed with a surplus of. 12,139,000 
zlotys (par value of zloty equals 
$0.1122) with revenues totaling 980,- 
634,000 zlotys as against 968,945,000 
zlotys of expenditures. Compared with 
the same period of the 1928-29 fiscal 
year, actual collections and disburse- 
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ments in the 1929-30 period show in- 
creases of about 7 per cent. and 11 per 
cent., respectively. In relation to 
budgetary estimates, actual receipts were 
lower by 4,355,000 zlotys or less than 
one-half of 1 per cent. 


RUMANIA 


With the exception of petroleum 
products, which show an increase by 
110,000 tons or about 17 per cent., 
exports of the other principal items 
show marked declines for the first half 
of the current year, as compared with 
1928. Shipments of cereals in par’ 
ticular decreased about 80 per cent. 
with corn accounting for more than 
four-fifths of the entire shrinkage, as a 
result of the exceptionally poor crop of 
1928. In livestock shipments the largest 
decrease (44 per cent.) is shown in 
hogs (55,100 and 98,100 head, respec’ 
tively). Exports of horned cattle also 
lost 5000 head (10 per cent.). There 
was not much change in exports of tim: 
ber and lumber for the period. 
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YUGOSLAVIA 


Preliminary data for the first six 
months of 1928 show an improvement 
in the foreign trade position, with the 
adverse balance amounting to 689,613,- 
000 dinars (dinar equals $0.0176) as 
against 1,135,304,000 dinars in the 
same period of 1928. Imports during 
the current period amounted to 3,678,- 
686,000 dinars and exports to 2,989,- 
073,000 dinars; the respective figures 
for the first half of 1928 were 3,822,- 
340,000 and 2,687,036,000 dinars. The 
improvement in exports is accounted 
for by larger shipments of wheat and 
construction wood, while the decline in 
imports is due to a large extent to de- 
creased purchases of textile materials as 


a result of increased domestic produc’ 
tion. 


UNION OF SOUTH AFRICA 


The government railways have an- 
nounced that large purchases of loco- 
motives and rolling stock will be made 


a 
nl 


in the near future, including motor rail 
coaches and busses. Tender details are 
expected to be available soon. A dump- 
ing duty has been imposed on all sugar 
imported from the United States, equal- 
ing the difference between the domestic 
value and the f. o. b. export price. The 
duty will apply to shipments leaving the 
United States on and after Septem- 
ber 6. 
EGYPT 


Preliminary data on foreign trade for 
July show an adverse balance as com- 
pared with a favorable balance for the 
same month of 1928. Imports totaled 
£E 4,285,000 (£E equals approximately 
$5) and exports £E 3,225,200, as 
against £E 3,620,7000 and £E 3,960,200, 
respectively. Cotton exports were val- 
ued at £E 2,475,400 as compared with 
£E 3,373,800 in July, 1928. For the first 
seven months of 1929 imports totaled 
£E 30,780,900 and exports £E31,- 
152,200. This compares with £E 28,- 
404,000 and £E 31,066,700, respectively, 
for the same period of 1928. Cotton 
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accounted for £E 24,519,800 of exports 
in 1929 and £E 24,598,600 in 1928. 


INDIA 


The mill strike situation has im- 
proved considerably. Jute and hessian 
markets are quiet. Despite slackness in 
demand, piece goods are steady. Shellac 
has shown a declining tendency, with 
few inquiries. Metals are slightly 
firmer. Merchandise imports in July 
increased somewhat, but exports de- 
clined. Floods continue in the Sind 
area causing considerable damage to 
property, crops and livestock, and the 
situation is being aggravated by a re- 
ported outbreak of cholera. Trade in 
this region is being adversely affected, 
particularly piece goods. Jute and hes- 
sian markets are still feeling the effects 
of the recent strike and prices are rul- 
ing lower. 


JAPAN 


Business feel the effects of the gov- 
ernment’s retrenchment program and is 
at a low ebb awaiting further develop- 
ments. Earnings of leading banks show 
a decline, with expectancy of reduced 
dividend rates. Rumors regarding the 
much-discussed gold embargo continue 
to cause temporary fluctuations in com- 
modity and stock markets. An ab- 
normally large rice crop is anticipated. 

Rumors of early removal of the gold 
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embargo are again circulating and busi- 
ness will remain stagnant until the 
issue is settled. Tokyo retail prices are 
declining. The stock market evidences 
signs of stability. 


CHINA 


North China trade is quiet, with 
money tight, owing to the approach of 
the mid-autumn festival settlement 
period beginning on September 17 and 
the general conservative tone which 
prevails as to commitments. Thousands 
of acres of land in Hopei Province will 
yield no fall crops because of continued 
inundation, and a fifty-mile path in 
eastern Shantung which was flooded last 
month by a break in the Yellow River 
dike will also suffer a shortage of 
crops. However, due to plentiful mois- 
ture, crops are excellent on lands in 
many areas in North China that es 
caped floods. As a result of dredging 
since the high waters of last month, 
ships of ten-foot draft are now reaching 
the Tientsin waterfront. The Hai Ho 
Conservancy Commission is trying to 
arrange for the prompt carrying out of 
the amelioration program and a native 
bank is reported willing to float a bond 
issue of 1,000,000 Mexican dollars (ap 
proximately $410,000) to be used in 
the work. The Peking-Mukden rail: 
way line is now operating as a unit 
with its head office at Tientsin m 
charge of a Mukden appointee. A 
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through Nanking express train service 
is scheduled to begin September 20, and 
prospects appear excellent for the re- 
sumption of through freight traffic be- 
tween Peking, Tientsin and Mukden, 
thus eliminating rehandling of freight 
at Lenhsien, as has been necessary for 
the last fifteen, months owing to dual 
control of this line. It is reported that 
because of troop movements only a 
limited quantity of freight for shipment 
to Manchuria is now being accepted on 
this line, and that 250 freight cars from 
Mukden are being reconditioned at the 
Tongshan shops of the Pekin-Mukden 
line. The Shantung tobacco crop prom- 
ises to be the largest ever harvested in 
the province, with its yield, locally es- 
timated at 35,000,000 pounds, or 30 
per cent. above normal. The increase 
is reported due to larger acreage and a 
favorable growing season. It is re- 
ported that the Mukden government is 
again interesting itself in the construc- 
tion of a harbor at Hulstao and will 
resume negotiations with representatives 
of a European syndicate shortly. South 
Manchuria bean crops forecasts esti- 
mate a total yield of 5,209,000 tons, 
or 125,000 tons less than last year’s 
crop. 


PHILIPPINE ISLANDS 


General business conditions in the 
Philippine Islands has been only slightly 
affected by the recent typhoon and, 
while complete reports are not avail- 
able as yet, there is a general feeling 
that native crops did not suffer greatly. 
Textile business is reported as unsatis- 
factory, due to firm prices and the re- 
tarding effects of the typhoon dis- 
turbance. Feeling is general, however, 
that active buying will be resumed in 
the near future. Hemp has been quiet 
during the last weeks because of small 
demand from New York and London. 
Fresent prices per picul of 139 pounds 
are as follows: Grade E, 26 pesos; F, 
24.5; I, 24; JUS, 21.5; JUK, 17, and 
L, 14 pesos per picul. Receipts for the 
week ended September 9 totaled 21,800 
bales, and exports for the period 22,700 
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bales. Stocks at export ports on the 
same date totaled 228,000 bales com- 
pared with 155,700 bales on hand at 
the same time last year. Typhoon dam- 
age to the copra crop is estimated at 
about 1 to 2 per cent. 


MEXICO 


Seasonal influences are considered 
largely responsible for the fair volume 
of sales of staple goods. Collections 
continue fairly satisfactory, and loans 
are being made at rates of 9 to 10 per 
cent. interest. The government reports 
that owing to the prolonged drought in 
the northern part of the country a con- 
siderable number of cattle have died 
because of lack of pasture. The pro- 
duction of some of the construction 
materials is said to be exceeding the de- 
mand, which is probably due in part 
to the rainy season. The silver mines 
are using all possible economies in or- 
der to. continue exploitation and opera- 
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Sir Harry Goschen, Bart., K.8.E. Sir William Peat, C.V.0. 
Zoltan Hajdu, Esq. Kunes Sonntag, Esq. 

Sir Henry Strakosch, 6.8.E. 

By virtue of its Affiliations and*Connections 
im Central Europe, the Bank is in a posi- 
tion to afford special facilities for 
business with that region. 


tion in the face of low prices for silver. 
The Dos Estrellas mines at Tialpujahua, 
in the state of Michoacan, have been re- 
ported closed, throwing approximately 


3000 miners out of work. Congress 
met in regular session September 1, but 
so far has not taken up the pending 
labor bill which is the subject of chief 


interest at the present time. 
ARGENTINA 


The drought which for some time 
has been delaying sowing and causing 
anxiety to agriculturists and stock 
raisers was broken recently by the rains 
which fell over an extensive area. The 
rain came too late to prevent damage 
to a considerable portion of the small 
acreage already sown to flaxseed, but 
wheat is in fair condition. Railway 
earnings and dividends increased, and 
the construction of new railway and 
public works is contemplated. 


BRAZIL 


General business in mid-September 
continued dull in Rio de Janeiro and 
was somewhat more depressed in Sao 
Paulo. An important bank has failed 
but it is stated that liabilities will be 
paid in full in four instalments within 
one year. The president of Brazil has 
appointed D. A. Silvera to succeed 
Silva Gordo, as president of the Bank 
of Brazil, Manhoes Barreto being ap 
pointed director of the exchange de 
partment. Exchange was slightly firmer 
and the demand for money was fair. 


CUBA 


Business conditions in Cuba continue 
extremely quiet and the volume of 
sales is reported low. Reports from 
business areas are contradictory as to 
the actual state of the existing depres 
sion in view of some evidence indicat: 
ing a possibly greater turnover than in 
1928. Much complaint is locally heard 
concerning the seriousness of the pres 
ent situation and the older firms are 
feeling the competition offered by new 
houses with greater selling power. The 
great changes occurring in the business 
life of Havana prevent any accurate 
gauge of the actual turnover. The in- 
ternational sugar situation dominates 
local discussion and trade. 


PORTO RICO 


Although the business community 
seems slightly more optimistic than was 
the case last month, business continues 
dull and little improvement is expected 
during the remainder of the year. Col- 
lections continue slow and difficult. 
Bank clearings for August amounted to 
$22,151,000 as compared with $20, 
088,000 in August of 1928. Customs 
receipts during the last month totaled 
$106,000 or below those of August, 
1928, which amounted to $150,000. 
Registrations of new automobiles were 
183 as compared with 212 in the same 
period of last year. 
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BANKING BUSINESS WITH BELGIUM 
BANQUE DE COMMERCE 


Societe Anonyme 
ANTWERP 


Every description of Banking Business transacted. 


Exceptional facilities and conditions for the collection and prompt remittance of docu- 
mentary items on Belgium 


Capital Subscribed . _Frs. 60.000.000 Branches: | Np 
Capital Paid Up. Frs.38.000.000 BRUSSELS 


. . Frs. 18.500.000 ae Atk DADEING PONS 
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VENEZUELA the coming coffee crop continue to in- 
dicate that it will be less than last 
Business is exceedingly quiet in all year. Petroleum production during the 
commercial centers. Wholesale dealers month of July totaled 11,250,000 bar- 
are only placing orders for immediate  rels, 50,000 less than for June. Exports 
needs. Banks are restricting credits to amounted to 10,660,000, slightly less 
firms of unquestionable responsibility than in the preceding month. At the 
and collections are slow. Automobile end of July, 15,076 barrels of petroleum 
dealers report an increase in the sale of were held in storage, being about the 
auto trucks but a decrease in the dis- same amount as held in storage at the 
posal of passenger cars. Forecasts of end of June. 


International Banking Notes 


TATEMENT of accounts of the Mid- To reserve fund £49,787 
land Bank Limited, London, as of June To reduction of bank premises 
30, 1929, shows paid up capital of To interim dividend on preference 
£13,432,968 as compared with £13,- shares paid February, 1929 
286,310 as of the same date last year and To interim dividend on ordinary 
£12,665,798 two years ago. Reserve has in shares paid February, 1929 
each case been equal to capital. Deposits To final dividend on preference shares 
as of the latest date are £383,632,454, an at 4 per cent. per annum 
increase of approximately £1,000,000 over. To final dividend on ordinary shares 
those of a year ago, while deposits as of at 15 per cent. per annum 107,031 
June 30, nig — £376,528,502. Total To carry forward to next account... 94,190 
resources on June 30, 1929, were £474,848,- : ; 
160, compared with £455,737,447 as of June ,, CaPital of the bank is £8,803,000, reserve 
30, 1928, and £433,902,629 as of the same ei a eed, 
date in 1927, 
Prorit of the Commercial Banking Company 
BALANCE sheet of the Yorkshire Penny Bank of Sydney Limited, Sydney, for the year 
Limited, Leeds, as of June 30, 1929, shows ended June 30, 1929, was £655,194. To 
paid up capital of £750,000, reserve fund of this has been added £65,215 brought forward 
£750,000, amount due depositors and other from the previous year, making £720,409 for 
accounts £28,731,559 and total resources distribution as follows: 


30.7 
£30,231,559. To interim dividend at the rate of 


; 10 per cent. per annum 
Tae Commercial Bank of Australia Ltd., To final dividend 
Melbourne, had net profits for the year ended To reserve fund 
June 30, 1929, of £391,623, according to the 10 bank premises account 
report of the board of directors. To this 2° catty forward to next account .. 71,508 


= been added £90,485 brought forward The bank’s paid up capital is £4,739,012, 
fom the previous account, making a total reserve fund £4,075,000, deposits £54,420,- 
of £482.109 to be disposed of as follows: 876 and total resources £65,836,660. 
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BANCA COMMERCIALE ITALIANA 


OVER 100 BRANCHES THROUGHOUT ITALY 
HEAD OFFICE, MILAN, ITALY 


Capital Fully Paid, Lire 700,000,000.00 


Surplus Lire 540,000,000.00 


New York Agency, 62-64 William Street 


We invite you to make full use of these exceptional 
facilities for the efficient conduct of your Italian affairs. 


Affiliation in New York 
BANCA COMMERCIALE ITALIANA TRUST CO. 


Capital, Surplus and Undivided Profits, $4,000,000.00 
62-64 WILLIAM STREET, NEW YORK 


Lioyps Bank Limited, London, has recently 
opened its one hundredth new office since 
the war, in the London Postal district alone. 
Sixty-six offices have been opened since the 
beginning of 1926. 


Sir Henry W. Thornton, K. B. E., chairman 
of the board and president of the Canadian 
National Railways, has been appointed a 
7 of the Royal Bank of Canada, Mon- 
treal. 


THE First National Bank and Trust Com- 
pany in the City of Panama opened for busi- 


ness in August with an authorized capitaliza- 
tion of $1,000,000. According to Dr. 
Belasario Porras, president of the bank and 
former president of the Republic of Pana- 
ma, it is the first bank ever organized jointly 
by North American and Latin-American 
capital and operating under the laws of any 
Latin-American republic. The Pan-American 
Trust Company, affiliated with the First Na: 
tional Bank and Trust Company, is expected 
to handle the bulk of its security and invest: 
ment business. 


Bank of Montreal Head to Retire After 51 


Years of Service 


of the board of directors of the 

Bank of Montreal held recently 
in Montreal, Sir Frederick Williams- 
Taylor desiring to be relieved of active 
management, retired as general man- 
ager to take effect on 15th October, 
1929 when he will become a director 
and vice-president of the bank and 
will be succeeded as general manager 
by H. B. Mackenzie, now senior 
assistant general manager. In retiring 
from active management and assuming 
his new duties as vice-president and 
director, Sir Frederick Williams-Taylor 
will have completed over fifty-one 
years of banking life during which 
time he has rendered eminent service 
to the bank in many capacities. Born 
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[: is announced that at the meeting 


in Moncton in 1863 of Empire Loyalist 
and Ulster stock, Sir Frederick entered 
the service of the Bank of Montreal 
in 1878 and after a series of promotions 
which included management of the 
Chicago branch and six years as an 
inspector of the bank during which 
he acquired an unsurpassed knowledge 
of Canada and Canadian affairs he was 
in 1905 appointed to the important 
position of manager of the bank's 
branch in London, England. It so 
happened that Sir Frederick's tenure 
of office in London coincided with the 
period of Canada’s greatest expansion 
prior to the war and during his nine 
years of service in London the bank 
he represented was the medium through 
which hundreds of million dollars in 





ISTITUTO ITALIANO Di CREDITO MARITTIMO 


Subscribed Capital 
Paid-up Capital and Reserves 
Resources, over 


Lit. 150,000,000.00 
i 134,976,052.54 
oe ,000,000,000.00 


HEAD OFFICE: ROME, 173 CORSO UMBERTO I 


Branches: 
CARRARA, CASERTA, CHIAVARI, 
LEGHORN, LERICI, LEVANTO, 
OSPEDALETTI, PADUA, PESCARA, 
SAN REMO, SARZANA, SAVONA, 

VERONA, 


Telegrams: 


ALBENGA, ALESSANDRIA, AULLA, ANCONA, 
FIVIZ ZANO, FLORENCE, 
MASSA, 
(Riviera di Castellamare ), 
SESTRI LEVANTE, 

Vv IAREGGIO, VOLTERRA, ZURICH 


Head Office, CREDIMAREDIREZ, Rome; for Branches, 


BOLOGNA, BOLZANO, 
GENOA, LEGNAGO, 
NAPLES, NOVI LIGURE, 
PIETRASANTA, ROME, 
SPEZIA, TURIN, ‘VENICE, 
(Switzerland) 


CREDIMARE 


MILAN, 


EVERY KIND OF BANKING BUSINESS TRANSACTED 


ITALIA-AMERICA SHIPPING CORP. 


- 1 State Street - NEW YORK 


American Representative 


Affiliated Bank: BANCO DI SANTO SPIRITO (REGIONALE DEL LAZIO) 
Head Office: Rome, and 60 Branches over the Latium 


Telegrams: 


Share Capital paid-up Lit. 30,000,000 


Canadian loans were placed in the 
London market. 

In 1913 Sir Frederick was called back 
to Canada to assume the position of 
general manager and this position he 
has held with distinction during the 
full period of the war and until his 
present elevation to a membership in 
the board of directors and election 
as a vice-president of the bank. Sir 
Frederick’s retirement from the general 
managership coincides with the period 
of greatest expansion in the bank’s 
history, the most recent return show- 
ing a position in aggregate resources 
and strength never before equalled. 

H. B. Mackenzie, who succeeds 
Sir Frederick in the office of general 
manager, brings to his new duties a 
wide knowledge and experience of Ca- 
nadian banking gained through residence 
in all parts of the Dominion. He is 
a native of Ontario having been born 
at Ingersoll in 1867. His father was 


Spirbanco 
Resources over Lit. 300,000,000 


the Late Venerable Archdeacon G. C. 
Mackenzie, D. C. L. rector of Grace 
Church, Brantford, Ontario, for nearly 
forty years. Mr. Mackenzie began 
his banking career in the Canadian 
Bank of Commerce in Brantford in 
1884 and in 1887 joined the Bank of 
British North America of which insti- 
tution he became chief inspector in 
1902, manager at Victoria, B. C., i 
1905, superintendent of central branches 
at head office in Montreal in 1909 and 
general manager in 1912 which posi- 
tion he occupied until the Bank of 
British North America was taken over 
by the Bank of Montreal in 1918. 

In addition to his banking activities, 
Mr. Mackenzie has become well known 
in other ways. He was elected to 
the council of the Montreal Board of 
Trade in 1921 and became president 
in 1924. He has also been an active 
and interested member of the Canadian 
Club of which he was president in 
1920-1921. 





CANADA 


With over 600 Branches located throughout Canada, the 
Bank of Montreal is in a position to handle banking 
business in any part of the Dominion promptly and to 


the best advantage. 


American banks and trust com pa- 


nies will find in this Bank’s service valuable co-operation 
in connection with their Canadian business. 


The Bank has its own: 


Offices in New York, Chicago and San Francisco, 


Direct wire service between Montreal, Toronto, 
Winnipeg, Vancouver, New York, Chicago and 


San Francisco offices. 


BANK OF MONTREAL 


Established 1817 
Total Assets in Excess of $900,000,000 
New York Agency: 64 Wall Street 


Current Conditions in Canada 


USINESS has developed along 
B more stable lines during the last 


month,” says the Monthly Com- 
mercial Letter of the Canadian Bank of 
Commerce, Toronto, for September, 
“and encouraging reports have been re- 
ceived from various parts of the coun- 
try. There has been no great repair- 
ment of the damage already sustained 
by the prairie wheat crop, but it is now 
fairly certain that the harvest will be 
greater than was predicted a month ago 
in some quarters and that, as we have 
pointed out previously, there are many 
favorable factors in the Canadian situa- 
tion as a whole which should go far to- 
ward offsetting any loss in the pur- 
chasing power of the West. 

“The industrial situation is, in the 
main, satisfactory; the majority of fac- 
tories and mills are operating at a 
higher level than at this time last year, 
any reduction of program being due to 
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seasonal influences and to the decline in 
Western trade which is already notice’ 
able, but which is largely offset by im 
proved markets in Eastern Canada and 
in foreign countries. The foreign mar: 
ket now absorbs large quantities of 
Canadian industrial products, among 
others agricultural equipment. The 
greatest activity is occurring in plants 
manufacturing pulp and paper, build 
ing and railway materials, household 
furnishings, clothing and food products. 

“The results of summer fishing on the 
Atlantic Coast will not be known def: 
initely for a few weeks, but some good 
catches have been reported and _ the 
prices paid the fishermen have been 
above the average. The operations 0! 
the salmon canners in British Columbia 
have progressed favorably, as was pre’ 
dicted in the July issue of this Letter. 
The pack of high grade fish is reported 
to be the largest in the last three years, 












owing in part to the conservation meas- 
ures adopted a few years ago along the 
Fraser River; moreover, the landings of 
‘sockeyes' from the northern grounds 
are also larger than in the preceding 
season. As anticipated, the pack of 
‘pinks is far below the abnormal 
quantity put up in 1928. The Siberian 
and Alaskan fisheries have not been as 
successful as last year, which in effect 
means that the British Columbia pack- 
ers will have less competition to face. 
The opening prices recently announced 
for the new pack are higher than those 
of a year ago, and from almost every 
point of view the Canadian industry 
has in prospect a profitable season. 
There is no improvement to record in 


regard to the lumber industry; in fact, ° 


in the shingle trade practically a com- 
plete shut-down has taken place within 
the last month, but the removal of a 
duty on shingles in the revised tariff 
bill drafted for the United States Gov- 
erment has brightened the outlook. 
Metal mining and building continue to 
be among the strongest forces in the 
business situation.” 





AGRICULTURE 


The August 22 Business Summary of 
the Bank of Montreal takes a less 
optimistic view of the wheat situation. 
“Further deterioration of Prairie Prov- 
ince crops has occurred during the last 
four weeks,” it says, “and it is prob- 
able that the wheat yield will not 
greatly exceed 250,000,000 bushels, 
which is less than half that of 1928. 
This shrinkage, after allowance for 
compensations, can scarcely fail of un- 
favorable reaction upon some branches 
of business. In fine, the wheat crop 
will for a year to come play a less im- 
portant part than in recent periods in 
the domestic and foreign commerce of 
Canada, will probably cause an adverse 
shifting of the balance of trade, and 
temporarily moderate the activity of 
agencies dependent directly upon a 
large production of grain. 

“The people of the Prairie Provinces, 
however, no longer have all their eggs 
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ARRANGING DIRECT 
BANKING CONNECTION 


Clients of yours may shortly re- 
quest your services to conduct 
their business with Ecuador. Per- 
haps you have no direct banking 
connection with this country, and 
you will be obliged to approach 
another Bank in your city. 

We are prepared to help you in 
this way, saving time, extra 
charges, etc., by acting as your 
Agents here. 

Do not await business proposal 
from customers—arrange connec- 
tion now. 







Banking Business of Every 
Description Transacted 


Banco de Descuento 


Guayaquil Ecuador 
South America 
“Just the Bank You Need” 
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in one basket. There is a growing di- 
versity of industries and live stock and 
dairy production is large. Higher 
prices, too, prevail for all classes of 
cereals, and there is a carry-over from 
the Canadian crop of 1928 of 118,- 
000,000 bushels of wheat. 

“In Central Canada a large hay crop 
of excellent quality has been housed, 
fall wheat has given an above-average 
yield in Ontario, and other grains, both 
there and in Quebec, will reach normal 
production. Live stock prices have re- 
ceded slightly, though still relatively 
high, but dairy products are less profit- 
able than last year. Stocks of cheese 
in Canadian cold storage increased 57 
per cent. in July, and of butter 85 per 
cent., and were both larger than a 
year ago.” 


BANKING SITUATION 


“The statement of Canadian banks 
at the end of July shows important 








changes in the accounts to have oc- 
curred during that month,” says the 
Bank of Montreal Summary. ‘While 
demand deposits were slightly higher, 
notice deposits declined $20,349,000 to 
a point $21,750,000 below the figure of 
a year ago. Note circulation expanded 
in June by $18,625,000. A shifting of 
call loans occurred during the month, 
a decrease of $11,317,000 in loans in 
Canada being offset by an increase of 
$11,103,000 in loans abroad. Current 
loans in Canada increased $8,620,000 
and were $134,916,000 larger than a 
year before. 

“The major financial operation of the 
month was the redemption by the Do- 
minion Government out of current sur- 
plus of $55,000,000 of bonds maturing 
August 1. Public revenues continue 
buoyant, those of the Dominion rising 
$825,000 in July and $14,354,000 in 


Should be in the 


foreign department 


of every bank do- 
ing an internation- 
al business. 


ALLIED WITH 


THE 
BANKERS 
MAGAZINE 


New York 








Price $10 


the next four months of the current 
fiscal year, income tax having yielded 
$9,284,000 and Customs and Excise 
revenue $2,784,000 more than in the 
same period last year. 

“In the foreign exchanges high money 
rates in New York continue to hold 
New York funds at an unusual pre’ 
mium, and apart from a sharp decline 
at the end of July, when the rate de- 
clined to 7/32 per cent. premium, 
quotations have been firm at ¥% to %4 
per cent. premium. Sterling has been 
somewhat unsettled, with cables varying 
from 4.86144 to 4.884, while French 
francs have ranged between 3.92% to 
3.9414, with a firm tendency. 

“In the ‘bond market the usual sea’ 
sonal dullness has been accentuated by 
high money and an active stock market. 
The high grade bond issues have been 
inactive and prices as a whole have 
been inclined to sag.” 





HERE'S 
HOW--- 


—Build smali unprofitable savings into profitable 
accounts 


—Revive dormant savings accounts 

—Establish a Real Estate Loan Department 
—Advertise for large construction loans 
—Advertise for small housing loans 

—Solicit correspondent bank accounts 

—Sell commercial banking to business men 
—Sell the checking account as a financial service 


—lInaugurate and announce the service charge on 
checking accounts 


—Meet trust objections in selling 

—Fit trust advertising into a general campaign 
—Analyze the trust department 

—Prepare institutional copy for investment houses 
—Develop sales promotion for investment houses 


—Coordinate sales, buying, advertising and sales 
promotion for investment houses 


to 


TO FIND OUT-—-ATTEND THE 
Fourteenth Annual Convention 


FINANCIAL ADVERTISERS 
ASSOCIATION 


HOTEL BILTMORE 
OCTOBER 30 


NOVEMBER 2 
ATLANTA - GEORGIA 
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Investors Know 
This Seal Means Safety 


We are making investors “safety con- 
scious” through familiarizing them with 
General Surety Company’s seal and 


what it stands for. 


Our unconditional GUARANTEE of 
principal and interest of a bond, gives 
the investor implicit confidence both 
in the bond and in the man who recom- 


mends it. 


GENERAL SURETY COMPANY 


340 MADISON AVENUE, NEW YORK 
Capital and Surplus $12,500,000 


Under Supervision Insurance Department State of New York 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


HE program for the 
TT aanual convention of 

the Financial Adver- 
tiers Association has been 
completed and copies of the 
entire program are being 
sent out from the association 
headquarters so that the 
delegates to Atlanta may 
have full information in 
advance of the meeting. 
Registration will be on 
Wednesday, October 30, and 
members will doubtless reg- 
ister early so that they may 
be on time either as partici- 
pants or witnesses at the 
annual golf tournament, 
which will begin at 10 
o'clock. An exhibition match 
will be played by Bobby 
Jones beginning at 3 o'clock. 
A bridge party and sight 


F. R. KERMAN 
Second vice-president Finan- 
cial Advertisers Association 
and vice-president Bank of 

Italy N. T. @ S. A. 


OCTOBER, 1929 


seeing trip have been ar- 
ranged for the afternoon 
also and in the evening a 


dinner dance will be held. 


C. H. WETTERAU 


President Financial Adver- 

tisers Association and vice- 

president American Na- 

tional Bank, Nashville, 
Tenn. 


After a day of recreation, 
the sessions of the conven- 
tion will begin on Thursday 
morning, with Gaylord S. 
Morse as chairman of the 
first session. In addition to 
addresses of welcome and 
the president’s address, the 
speakers will be Fred W. 
Ellsworth, Daniel Lipsky and 
Preston E. Reed. H. Ennis 
Jones will preside at what 
has been designated a 
“speechless luncheon.” The 
title is somewhat misleading, 
since the luncheon program 
will include a public speak- 
ing contest on the subject 


“My One Best Bet.” A 
prize will be awarded for 
the best speech. 

On Thursday afternoon 
sessions of the trust develop- 
ment, investment and savings 
departments will be held, 
with H. F. Pelham, John J. 
Foley and H. Fred Oltman 
as their respective chairmen. 
An informal dinner will 
precede an evening session 
at which the three newest 
advertising media will be 
demonstrated and discussed. 
Jason Westerfield, publicity 
director of the New York 
Stock Exchange, will explain 
how that institution utilizes 
motion pictures and will 
illustrate his address by a 
two-reel film which is used 
by the exchange. Radio as 
an advertising medium will 


A. E. Bryson 
First vice-president Finan- 
cial Advertisers Association 
and vice-president Halsey 
Stuart & Co. 
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‘ 
CHarLes H. MCMAHON 
Third vice-president F. A. 
A., general chairman of the 
convention committee for 
the 1929 convention and 
assistant vice-president First 
National Bank in Detroit. 


be discussed by A. E. Bryson 
and at 9.30 the Halsey Stuart 


radio hour will be “picked 


up.” The program to be 
broadcast by Halsey Stuart 
that evening will be pre- 
pared especially for the bene- 


J. Mitts Easton 


Chairman of the advertis- 
ing committee for the F. A. 
A. convention and publicity 
manager of the Northern 
Trust Company, Chicago. 
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fit of the association and the 
convention program. In con- 
nection with this part of the 
program F. A. Arnold, direc- 
tor of development for the 
National Broadcasting Com- 
pany, will give a technical 
explanation of radio broad- 
casting. The third of the 
newest media will be dis- 


cussed by H. R. Menefee, 


Frep W. ELLswortTH 


Vice-president of the Hi- 

bernia Bank & Trust Com- 

pany, New Orleans, and 

one of the founders and 

a past president of the 
F. A. A. 


manager of the Commercial 
Division of the Fox-Case 
Corporation, under the sub- 
ject “The Talking Movie as 
an Advertising Medium.” 
The trust development, in- 
vestment and commercial 
departmentals will be held 
Friday morning and _ the 
luncheon speaker will be 
Mrs. Rosenblatt, income 
analyst of the First National 
Bank of Detroit, whose sub- 
ject will be “How to Interest 
Women of Means in Finan- 


I. I. SPERLING 


Chairman of the general 
program committee for the 
1929 F. A. A. convention 
and assistant vice-president 
Cleveland Trust Company. 


cial Matters.” Meetings of 
the business development, 
trust advertising and adver 
tising fundamentals depart 
ments are scheduled for Fri 
day afternoon and the an 
nual banquet for that eve 
ning. C. H. Wetterau, 
president, will preside and 
Robert Strickland will act 


Preston E. REED 


Executive secretary of the 
Financial Advertisers Asso’ 
ciation 
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Greorce Dock, Jr. 


Vice-president of the pro- 
gram committee for the 
investment session and as- 
sistant ' advertising man- 
ager of Halsey Stuart & Co. 


as toastmaster. The prin- 
cipal speaker will be Harold 
Stonier, educational director 
f the American Institute of 
Banking. His subject is 
“Merchandising—The New 
American Tempo.” 


Leopo.y A. CHAMBLISS 


Chairman of the trust ad- 
vertising session and as- 
sistant vice-president Fidel- 
ity Union Trust Company, 
Newark, N. J. 


A final business session on 
Friday morning will be fol- 
lowed by a special luncheon 
at which the newly elected 
president will preside. Dele- 
gates will be guests at the 
Georgia Tech-Notre Dame 
football game to be played 
that afternoon. 

Charles H. McMahon is 
general chairman of the con- 
vention, while I. I. Sperling 
is program chairman. Alva 


GayLorp S. Morse 
Second vice-president of 
the State Bank of Chicago, 
a past president of the 
F. A. A. and chairman of 
the program committee for 
the opening session of the 

convention. 


Maxwell has charge of enter- 
tainment, J. V. Holdam of 
exhibits, H. Fred Wilson of 
publicity, J. M. Easton of 
advertising, Thomas J. Kip- 
hart of selling, and E. A. 
Hintz of transportation. The 
departmental chairmen are 
H. F. Pelham, John J. Foley, 
George Dock, Jr., H. Fred 
Oltman, Don Knowlton, Leo- 
pold Chambliss, E. V. New- 
ton and Cedric Morris. 


Joun J. FoLey 


Chairman of the program 

committee for the invest- 

ment session and advertising 

manager of A. C. Allyn @& 
Co., Chicago. 


JosePH R. Murpny, for the 
last year associated with the 
Corn Exchange National 
Bank and Trust Company 
of Philadelphia as assistant 
cashier in charge of corre- 
spondent. relations, has re- 


Don KNOWLTON 


Chairman of the program 
committee for the commer- 
cial advertising session and 
advertising manager of the 
Union Trust Company, of 
Cleveland. 
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each, are “published in th §°° 
interests of sounder inves. 
ment.” The titles, which w 
indicate the subject matter 
and develop the idea log 
cally, are: “Your Fis" 
$1000;” “What Investment 
For You?” “What Is a Fair §*S 
Return on Your Money?” 
“Speculation or Investment;” 
and “Build Your Investments 
by a Plan.” th 
The four-page folders are 
about 34 by 6 inches in size th 
and vary in color and design ff 
to fit the subject matter. On fj, 
the front page of each is the 


5 STEPS IN 
SAFE DEPOSIT 
PROTECTION 


These pictures were taken 
in the vaults of the First 
Wisconsin National Bank 
but the process is similar 
in all First Wisconsin 
Branch Offices and Affili- 
ated Banks : o 4 
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Action photographs and brief descriptive 


captions are 


combined in this unusual advertisement of a Milwaukee 


signed to become a vice-presi- 
dent of Edwin Bird Wilson, 
Inc., financial advertising 
agency. Mr. Murphy is a 
graduate of Oglethorpe Uni- 
versity of Atlanta, was as- 
sistant secretary of the 
Georgia Bankers Association 
for some years and for six 
years was business manager 
of the Southern Banker. He 
will have charge of the 
southern business of Edwin 
Bird Wilson, with head- 
quarters in Atlanta, and suc- 
ceeds William C. Bennett, 


bank. 


who has left to become an 
ofticer of the Central Han- 
over Bank and Trust Com- 
pany of New York. 


To aid new investors to be- 
come familiar with invest- 
ment fundamentals, in order 
that they may avoid pitfalls, 
the First National Corpora- 
tion of Boston has prepared 
and distributed a series of 
five pamphlets. They are 
purposely written in simple 
terms and, according to the 
phrase on the final page of 


title and an appropriate and 
attention-getting illustration. 
The two inside pages are de 
voted to copy while the last 
page lists the cffires of the 
First National Corporation 
in various cities. 


THE second issue of The 
City Wide Bank News, pub 
lished monthly by the Anglo 
California Trust Company, 
San Francisco, gives a num 
ber of facts about San 
Francisco of interest to res’ 
dents of that city. It alo 
contains an article on home 
budgeting and one on the 
progress of San Francisco 
shipping, as well as short 
items on other subjects. The 
final page contains an adver 
tisement of the bank. 


THe Guaranty Trust Com 
pany of New York has com 


piled in an _ informatory 
folder the relative time in 
the important commefcia' 
cities of the world and pre: 
sents it attractively, showing 
by means of twenty-sevef 
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sock faces, the hour in each 
{ twenty-six other cities 
when it is noon, Eastern 
Standard Time, in New 
York. The folder also gives, 
in table form, the values of 
foreign coins and the aver- 
age freight time, mail time, 
differences in clock time and 
distances between New York 
and the principal ports of 
the world. The folder is, 
according to the title, “For 
the Man Who Handles Im- 
ports and Exports.” 


Its fortieth anniversary was 
marked by the Northern 
Trust Company of Chicago 
with an elaborately designed 
booklet. The cover, of 
rough white paper with a 
deckle edge, carried the 
words “The Fortieth Anni- 
versary” and the bank’s seal, 
combined in a decorative de- 
sign and printed in blue, 
green and silver. The date 
of founding and that of the 
present year appear above a 
letter from the president of 
the company which occupies 
the first right-hand page. 

On the double-page spread 
are reproduced drawings of 
the various buildings the 
bank has occupied since its 
organization, with a large- 
t half-tone reproduction of its 
present home. “Forty Years 
With An Unbroken Iden- 
tity” is the title which these 


THE BANKERS MAGAZINE 


THE August issue of the 
First Wisconsin Triangle, 
published by the First Wis- 
consin Group of Milwaukee, 
Wis., contains an interview 
with several of the stars of 
Ringling Brothers’ circus as 
to what show people do with 
their money; an illustration 
of the United States Treas- 
ury at Washington, with a 
description of the work done 
there; a page of illustrations, 
several of which have to do 
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with the new currency; and 
numerous shorter articles, as 
well as an editorial column 
and a department of personal 
items. As usual, it is attrac’ 
tively presented. 


“Our National Corporation 
Balance Sheet” is the title 
of an excellently gotten up 
booklet prepared by the sta- 
tistical department of the 
Midland Bank, Cleveland, 
and published by that institu- 


Like A GIANT PALETTE 


out the gay fabrics thet will enliven the 
colorful pageant of Americas life six 
months ...# year... 

From Fort Worth to Fort Yuhon—on 
the streets of every tiay hamlet and every 
great city—will be seem the garments pro 
duced here. Indeed, the district pictured 
above is like the giant palette of am artist 
before he begins to create the street erence 
of a nation. 


THIs DISTRICT is one of the most inter. 


_ Ona thousand culting fables in the 
garment center are bright fabrics to 
color the pageant of American life 


up Greater New York. The rapidity of the 
recent growth of thia city within « city has 
been remarkable, cvea here, where growth 
ia the rule and pot the exception. 

Situated between the terminals of two 
great railroads, the garment center is com 
santly througed sith buyers from eveay 
corver of America. Here styles clash for 
ational supremacy. here constantly appear 
the new works of inventors as weil a» the 
conceptions of stylists, 

Stace almost cvery manularturer lor ated 
here transects business with other parts of 
ee ee econ 


esting of the many which together make than of local importance. And only « 


with (ar reaching connections can render 
the services which this district requires. 
Here, at Seventh Avenne and 37th Street, 
e+ ia twenty other important centers, the 
Irving Trust Company maintains « large 
Banking Ofice organized to meet the 
service requirements of the business leaders 
of the district. 

In this Office Is « staff of experienced 
bankers. Here meets regularly an Advisory 
Board, made up chiefy of representative 
local business executives. Here be rendered 
neighborhood banking service, keved to 
local requirements and backed by al! ibe 
resources of one of the world’s largest banks. 


pages bear and the one para- 
graph of copy is devoted to 
a description of the various 
buildings which the bank has 
occupied. On the last page 
are listed the bank’s direc- 
tors with their affiliations. 


IRVING TRUST COMPANY 


Banking Offices in Bi important centers throughout Greater New York 


One of a series of attention-getting advertisements pub- 
lished in New York City newspapers by a large trust 
company to show the extent of its banking facilities by 
descriptions of the various parts of the city and industries 
which its branch offices serve. The illustration and layout 
are a radical departure from the usual bank advertising. 
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tion. It is listed as “Eco 
nomic Study No. 1.” The 
copy is well written and full 
of facts, and the design is 
unusual and interesting. 
The four lines of the title, 
on the cover, at the left break 
a band running vertically 
down the page and made 
up of five lines of varying 
widths. The band and let- 
tering are in brown on a 
paper of a lighter shade. In- 
side, these same bands are 
used both vertically and 
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horizontally and in widths 
to suit the purpose for which 
they are used. They are 
printed in black on paper of 
a tan somewhat lighter than 
that of the cover. 

The title page is especially 
striking. In the upper right- 
hand corner is a small re- 
production of the 
building, beneath which is 
a broad black line. At the 
left of the page, about an 
inch from the edge, is a 
band of four lines, running 


‘LARGEST BANK 


Bank. 


NATIONAL fAvine 


a Ae 4 


oOo nm Am & 


of Italy 


OF italy 


BAN K. 


Another example of the unusual in bank advertising, this 


time in California. 


Fourteen words contain a complete 


message which the illustrations supplement admirably. 


bank’s. 


vertically. This intersects a 
similar band across _ the 
bottom of the page and jus 
above and to the right of 
the intersection is given the 
title of the booklet. At the 
left of the intercection a 
large “M” breaks the hori 
zontal line and below it is 
the word “Midland.” 
Narrower intersecting lines 
are used in the lower left 
and upper right-hand corners 
of the text pages, the former 
being used on the Jett and 
the latter on the right-hand 
pages. They are not con 
spicuous enough, however, to 
distract the attention of the 
reader from the text. 


THE Guardian Detroit Com: 
pany has issued a good look: 
ing booklet containing an 
investment analysis of the 
Hudson Motor Company. 
It is printed in the black and 
white which * the various 
members of .the Guardian 
Group use exclusively in 
their booklets, and is wel 
gotten up and printed. A 
number of interesting adver 
tisements of the Hudson 
company, of years ago, add 
to the booklet. 


THE story of the organiz 


tion and growth of thf 


Morris Plan Bank of Vir 
ginia has been printed in 
booklet form by that institu 
tion especially for the bank’ 
stockholders. “Stockholders,” 
says the introduction, “as the 
real owners of corporations 
seldom have presented t0 
them a complete story 
their property. 
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“This booklet is designed 
to place before the stock- 
holders of the Morris Plan 
Bank of Virginia as complete 
a picture as may be reduced 
to writing of just what has 
been the progress of their 
institution, its present con- 
dition, and its outlook. 

“A bank lives, grows and 
profits as its deposits in- 
crease. It is hoped that a 
careful study of the facts 
here presented will stimulate 
the owners of the bank 
(its stockholders) to spread 
abroad ~=the fundamental 
safety, the eager service, the 
helpful benefit obtainable in 
patronizing the Morris Plan 
Bank of Virginia. 

“Perhaps it may appear 
unusual for a bank to publish 
some of the facts and figures 
contained in the following 
pages, but it would seem 
that stockholders above all 
others should be acquainted 
with true circumstances.” 

The story of the bank is 
illustrated with diagrams 

and is interestingly 
written. 


“PracticaL Use of Accep- 
tance Financing” is the title 
of an instructive booklet by 


‘B Basil Hwoschwinsky,  vice- 


president of the Central 
Hanover Bank and Trust 
Company of New York, and 
published by that company. 
The booklet is similar in 
design to those described in 
these columns in September. 
Dollar acceptances are 
available for financing a 


‘arge variety of transactions, 


YOUR 800 POUNDS OF STEEL 
COME LARGELY FROM 
METROPOLITAN CHICAGO 


IRE_ than 800 pounds of steel per person per year is used in 


the United States. Steel is the basis 
day civilization— the bactiene of, 
forms anywhere from a part to 


our t- 
modern iodeery. | It 
the whole of nearly 


every manufactured product. It makes possible the modern 
machines used in both industry and agriculture. 


5 Largest Industries in 

Metropolitan Chicago 
VALUE OF PRODUCTS BY ON YEAR 

A Iven and Steci ond Their 


Products 


Ruhr Valley with its 
immense steel plants! 
Eighty-four per cent 
of the iron ore of this 
1 


country comes from 
the Lake Superior 
region. By lake boat 
it is delivered to 

itan Chi- 
cago more economically than to any other 
point of advantageous distribution in the 
country. 


Being located close to the nation's geo- 
graphic centers of industry and population, 
the steel mills of Metropolitan Chicago 
find a vast immediate market for their 
output, a market that is growing contin- 


23 


Thusserason M. 


form Addrass Publ Serce Compony 
ress 
S Chacage end 0 copy wll bereaved 


2. Food ond Kendred Prod- 
re 

3 Chemicals ond Allied 
Products 


hem: plated. wall be bound. 


ually. It is predicted 
that Metropolitan 
icago some 
day lead the world in 
stsel production. 


The chief signifi- 


Si372604595 
cance of steel to 


$498,506.00. not its won 
= the . Pe oar 
industries, but its 


snbooklet 
Northern Ilisna.72W Adams 
for you. There wall be no charge 


PuBLic SERVICE COMPANY 
OF NORTHERN ILLINOIS 


Seoplring Ela.tority and Gas to 6,000 square miles encluding the 


jetropolitan Area into which Chicago 


ts growing, 


Kan Chicage tmctedes the City of Chicago and the territory within $0 te 75 miles of the Chtcage City Hall 


One of a series of advertisements on metropolitan 
Chicago which is notable for its heading and layout, 
as well as for its institutional copy. 


which fall into four broad 
categories, according to the 
author. He goes on to name 
and describe each of the four 
divisions. 

The booklet is exceedingly 
well written and full of 
valuable information. 


WiLLiAM C. BENNETT has 
resigned as vice-president of 
Edwin Bird Wilson, Inc., 
financial advertising agency, 
to become associated with the 
Central Hanover Bank and 
Trust Company of New 
York. For the last twelve 
years Mr. Bennett has been 


identified with the publicity 
work of southern banks and 
has specialized in trust work. 


FRANK Fucus, advertising 
manager of the First Na- 
tional Bank in St. Louis and 
vice-president of the St. 
Louis Advertising Club, 
spoke before the St. Louis 
Rotary Club recently on the 
“Power of Advertising.” 


THE August Fidelity Spirit, 
publication of the Fidelity 
National Bank and Trust 
Company and its affiliates, of 
Kansas City, is filled with 


i 
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mre executives generally 
recognize the value of keep- 
ing their Company in a “strong 
cash position.’’ 


The same advantages are true as to 
one’s personal affairs. 


* 
Expenses fluctuate from month to 
month. Even when well budgeted, 
one’s income is subject to sudden 
drains, from sickness or othercauses 


An ample bank account acts as a 
cushion to absorb these unexpect- 
ed expenses. 


Also, opportunities for profitappear 
unexpectedly. 
Stock rightsonse- 
curities may be 
issued, or the pur- 
chase of some ar- 
ticle may become 
necessary and if 
bought for cash, 


WIS BANK 1s 


40 carry a cash ba 


| Your BANK ACCOUNT 
As a Cash Reserve 


AM ample bank account protects you 


against sudden and unforeseen finan- 
cial drains. It also enables you to take 
advantage of opportunities for profit. 


member of the Federal Reserve 


serve Bank, on which it earns no 


FIDELITY UNION 


TRUST COMPANY 


interest or carrying chatges could 
be eliminated. 


An ample cash balance in the bank 
is the surest way to. avoid worry. 
and mental strain. 


The accumulation « fa cash reserve 
is like the creation of a cash syr- 
plus in a business. It must be ac- 
quired by saving. 


It is just as easy to stay several hun- 
dred dollars ahead as several hun- 


dred dollars behind 


Build up your bank balance to the 
point where you have a + omfort- 
able margin over your ordinary 
This 
wins your bank's 
friendship which 
you may some 
day need, and 
protects you from 
worry and actual 


expenses. 


required asa 





Member Federal 








NEWARK, NEW JERSEY 


Reserve System 











The comparison of an individual's finances to those 
of a company or corporation is carried throughout the 
copy of this attractively laid out and well written ad- 


vertisement of a New Jersey trust company. 


The 


heading is attention-getting. 


many of 


personal 
which concern vacations of 
various members of the staff. 
The magazine is written by 
members of the staff, and for 
them, and its informal tone 
is well suited to its purpose. 


items, 


THE Kentucky Title Trust 
Company, Louisville, Ky., 
has published a question- 


naire, on which it has re- 
ceived a great deal of favor- 
able comment, on the sub- 
ject of wills. When filled 
out, this four-page question- 
naire provides the data from 
which a lawyer can draw up 
a will. The trust company 
is suggested to serve as ex- 
ecutor and trustee for the 
estate. 


The same company aly 
got out at the beginning 
of the vacation season an 
attractive folder showing how 
an enjoyable and carefree 
vacation could be enjoyed 
by allowing the trust com 
pany to care for investments, 
provide deposit facilities for 
family silver, heirlooms, etc, 
and to arrange travel itinera- 
ries and reservations. 

The folder was called 
“Away on Your Best Vaca 
tion” and was printed in 
dark green with red initial 
letters, etc., on paper of a 
lighter gray-green shade. 


THE September 1 issue of 
the Teller of the Union 
Trust Company of Cleve: 
land has an exceptionally at 
tractive cover—the photo 
graph of a small boy bearing 
on his shoulder five huge 
books, strapped together in 
school-boy fashion. — The 
books are about twice the 
size of the boy. At the 
bottom of the photograph 
are the words “Sept. 9” in 
very large letters. 

The remaining pages of 
the eight-page publication 
contain items of personal in 
terest. The final page con 
tains the bank’s “go-getter” 
report as of August 31. This 
gives, by offices, the names 
of those who have brought 
in new accounts or rented 
safe deposit boxes, and the 
number of each which they 


are responsible for. 








Resources over $300,000,000 
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NE of the many surprising 


© 
bank 


vistas in the largest single 
ing room in the world — 








What Banks and Bankers 
Are Doing 


M. ADDINSELL, vice-president 

H and director of Harris, Forbes 
@ & Co., and Henry P. Davison, 

of J. P. Morgan & Co., have been 
elected trustees of the New York Trust 
Company. Mr. Davison has also been 


appointed a member of the bank’s ex- 
ecutive committee. 


Rosert S. BINKERD has been elected 
president of the United States Shares 
Financial Corporation, an investment 
trust of the management type recently 


Ovnoerwooo & UNDERWOOD 
Rospert S. BINKERD 


Recently elected president of the 
United Stores Shares Financial Corpo- 
ration. 


financed by the United States Shares 
Corporation. The latter company is an 
investment management corporation 
which handles the portfolios of several 
investment trusts. Mr. Binkerd was 
formerly a partner in Jas. H. Oliphant 
& Company and prior to that vice-chair: 
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man of the committee on public rela: 
tions of the eastern railroads. 


S. STERN has become a vice-president of 
the Equitable Trust Company of New 
York, in charge of the foreign depart- 


o UNDERWOOD & UNDERWOOD 
S. STERN 


Who, with the merger of the Equi- 

table Trust Company and the Sea- 

board National Bank of New York, 

became vice-president in charge of 

the foreign department of the en- 
larged bank. 


ment, under the consolidation of the 
Equitable and the Seaboard Bank. He 
has also become a member of the board 
of trustees. Mr. Stern has been a vice’ 
president and director of the Seaboard 
National Bank since 1923 and has had 
charge of the bank’s foreign banking 
activities during that period. 


ALFRED M. ELLINGER has been ap’ 
pointed assistant vice-president; and 











The Seward National Bank 
and ‘Trust Company 


OF NEW YORK 






An independent Bank offering a 
complete banking service under 
the direct supervision of its officers. 





Foreign Letters of Credit Safe Deposit 
Exchange Travelers Checks Vaults 























2 PARK AVENUE 


Porter I. Willett, Peter Van Brunt, 
W. C. Bennett and Harvey Weeks as- 
sistant secretaries of the Central Han- 


over Bank and Trust Company of New 
York. 


CONTINENTAL ILLINOIS TO 
FORM INVESTMENT 
COMPANY 






THE Continental Chicago Corporation 
is being formed with an initial capital 
of $65,000,000 as an investment afhliate 
of the Continental Illinois Bank and 
Trust Company of Chicago. The new 
company will serve to round out the 
financial facilities of the present banking 
Organization. 

The capitalization will consist initially 
of 1,570,000 shares of common and 
750,000 shares of convertible $3 pre- 
-erred. Of the common shares 1,000,- 












© sianx-sto.er 


000 will be taken and paid for by the ARTHUR REYNOLDS 
Continental Illinois Company, the secur- ane ages’ < the acon sng 
iti we Pe. . s. ank an rust mpany, icago, 
ities underwriting and distributing Md who will be president of its new in- 
ganization of the bank. The remainder vestment affiliate, the Continental 
will be offered the public in the form Chicago Corporation. 
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Trust, Commercial, Investment 


B hen Plaza Trust Company offers every facility for 
the conduct of all phases of the trust business 
and commercial banking. Expert investment advice 
will be available to the bank’s clients through the 
Plaza Investing Corporation, an affiliated company. 


CAPITAL $2,000,000 


Plaza 


ia”, 


Jrust 


SURPLUS $1,000,000 


Company 


Fifth Avenue at Fifty Second Street 
New York 


Michael H. Cahill, President 


of units consisting of one share of each 
class at $68.50 a unit. 

Management of the company will lie 
with the Continental Illinois Company 
and its directorate will be composed of 
nine members of the securities com- 
pany’s board. Arthur Reynolds, chair- 
man of the bank and of the securities 
company, will be president of the new 
organization. 


BANKUS CORPORATION OPENS 
WESTERN OFFICE 


THE Bankus Corporation, investment 
afhliate of the Bank of United States, 
New York, has opened its first western 
office at 208 South LaSalle street, Nev: 
York. Paul V. Warde, who has been 
in the investment business in LaSalle 
street for fifteen years, is in charge. 

The Bankus Corporation was founded 
upon the consolidation of the City Fi- 
nancial Corporation with the bank. The 
Consolidated Indemnity Company, of 
which former governor Alfred E. Smith 
is a director, is owned by the Bankus 
Corporation. The corporation has a 
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broad charter and wide powers of in 
vestment and functions as the direct 
investment affiliate of the bank. 


METROPOLIS TRUST COMPANY 
BEING ORGANIZED 


PLANS are being made for the organiza’ 
tion of the Metropolis Trust Company 
of New York, a bank designed to serve 
the midtown section of the city. The 
company will have capital funds of 
$3,600,000. 

The bank is to be located on the 
ground floor of the new Herald Square 
Building at Broadway and 36th street. 
Plans are going forward for equipping it. 

Among the organizers of the new trust 
company are: 

Louis F. Hall, president of Louis F. 
Hall & Co., Inc.; John J. O'Connor, at’ 
torney; David Sherr of Sherr Brothers, 
vice-president of Barnard Phillips & Co., 
Inc.; Joseph E. Gilbert, building con: 
struction; S. Mangel, president of the 
Mangel Stores Corporation; Ivens Sherr, 
chairman of the board and treasurer of 
Barnard Phillips & Co., Inc., and of 








Central 


Central National Bank 


of Cleveland 





A 39-year-old bank with $6,000,000 

Capital and Surplus; centrally located 

in Cleveland and the Middle West; 

in the home of the Fourth Federal 
Reserve Bank. 








Sherr Brothers; H. Parker Willis, editor 
of The Journal of Commerce; H. Zeitz, 
president of Martin’s Department Store, 
and Max Winkler, vice-president of 
Bertrom Griscon & Co. 


AKRON BANK MERGER 


THE consolidation of the First Trust & 
Savings Bank and the National City 
Bank, of Akron, Ohio, has resulted in 
an institution with resources of more 
than $50,000,000. It is known as the 
First-City Trust & Savings Bank. 

The new bank has deposits of ap- 
proximately $41,000,000, capital, surplus 
and undivided profits of $8,000,000 and 
six branch offices. George D. Bates, 
president of the First Trust & Savings 
Bank, is chairman, while Harry Wil- 
liams, president of the National City 
Bank, is president of the enlarged bank. 


CHASE SECURITIES HAS NEW 
OFFICERS 


FOLLOWING the consolidation of the 
Parkbanc Corporation with the Chase 





Securities Corporation of New York, a 
number of the officers of the former 
have joined the official staff of the latter. 
Charles §. McCain, who is president of 
the consolidated banks, and James B. 
Forrestal have become directors of the 
Chase Securities Company and . Mr. 
McCain is vice-chairman of the board 
of directors; Robert J. Whitfield is a 
vice-president; and Edward S. Flash and 
Walter A. Paxton assistant vice-presi- 
dents. Charles C. Wells, formerly as- 
sistant general sales manager at the 
Chicago office of the Chase Securities, 
has been appointed an assistant vice: 
president. 


UNION CLEVELAND CORPORA- 
TION BEGINS OPERATIONS 


THE Union Cleveland Corporation, 
formed by the Union Trust Company 
of that city to underwrite, wholesale 
and retail investment securities, has 
begun operations. J. R. Nutt, president 
of the trust company, is also president 
of the new corporation and its fifteen 
directors are prominent in industrial and 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON 


REQUEST 


A National Standard for Short Term Investment 


G MA C obligations have been purchased by a clientele 
of nearly 8,000 banks, insurance companies, institutions 
and individuals, the country over. Their rating, as a 
national standard for short term investment, reflects 
established public confidence in G M A C prestige. 


Offered at current discount rates 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


OFFICES IN 


Executive Office -- BROADWAY at 57TH STREET 


CAPITAL, 


A. C. Coney 
Vice-president and general manager 
of the Union Cleveland Corporation. 


financial affairs in Cleveland. Direct 
management of the corporation is in the 
hands of A. C. Coney, vice-president 
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PRINCIPAL 


SURPLUS AND UNDIVIDED PROFITS 


CITIES 


-- New York City 


OVER $66,000,00¢ 


and general manager, and C. B. Lincoln, 
vice-president. 


WARBURG INTERESTS OPEN 
AMSTERDAM OFFICE 


THE firm of Warburg & Company has 
been established in Amsterdam to do a 
general securities business and to rep 
resent the interests of M. M. Warburg 
& Co. of Hamburg and those of the 
International Acceptance Bank, Inc. 
and the Bank of the Manhattan Com: 
pany, New York. 

Warburg & Company is a_ special 
partnership for which the firm of M. M. 
Warburg & Co. as general partner is 
fully liable. The management of the 
firm will be in the hands of various 
members of M. M. Warburg & Co. 
Hamburg; Leonard Keesing, formerly as 
sociated with Kuhn, Loeb & Co., and 
L. S. Chanler, Jr., London vice-president 
of the International Acceptance Bank, 
Inc. The firm will have an advisory 
committee composed of Max M. War: 
burg, Fritz M. Warburg and A. S. War’ 
burg, senior partners of M. M. Warburg 





OU CUSTOMERS 
RNIA BOUND? 


tay, you will render them a genuine service 


g 


AN OF}LOS ANGELES 


J. F. SARTORI HENRY M. ROBINSON 
President and Chairman Chairman of the 
of the Executive Committee Board 


& Co.. Hamburg; Paul M. Warburg, 
chairman International Acceptance 
Bank, Inc. and associate chairman, Bank 
of the Manhattan Company; James P. 
Warburg, president International Man- 
hattan Company, Inc.; and Lucien 
Nachmann, vice-president International 
Acceptance Bank, Inc. 


BARCLAYS BANK OPENS IN 
CANADA 


BARCLAYS group of banks made its en- 
trance into Canada last month when 
Barclays Bank (Canada) opened for 
business at 214 St. James street West, 
Montreal. The capital and surplus of 
the institution have been contributed 
jointiy by Barclays Bank Limited of 
London and by Barclays Bank (Do- 
minion, Colonial and Overseas). 

The board of directors of the new in- 
stitution comprises the Right Hon. Sir 
Robert Laird Borden, president of the 
bank; Arthur Blaikie Purvis, vice-presi- 
dent; the Hon. Louis Alexandre Tasche- 
teau, of Quebec; Allen Angus Magee, 
of Montreal; and Walter Osborne 


cards of introduction to... 


This Bank has Branches, which are com- 
plete Banks, in all parts of the Los Angeles 


We have arrangements for giv- 
ing information, maps, etc., to 
new arrivals in California which 
materially aid their comfort and 
pleasure while in the State. 


Stevenson, H. Pvoe Alton, and Julian 
Stanley Crossley, of London. 

Barclays Bank (Canada) is fully 
equipped to undertake every. banking 
service and is expected to play an im- 
portant role in the development of trade 
between Canada and other units of the 
British Empire. The Barclays group of 
banks with which Barclays Bank (Can- 
ada) is affliated operates over 2750 of- 
fices throughout England, Scotland and 
Wales; France, Italy, Mauritius, Pales- 
tine, Egypt and Sudan, the Continent 
of Africa, and the West Indies and 
British Guiana. 


RELIANCE TRUST TO HAVE 
FUND OF $100,000,000 


THE Reliance International Corporation 
has been formed as a subsidiary of the 
Reliance Management Corporation to 
operate internationally. Its program in- 
cludes an ultimate investment fund of 
$100,000,000. 

The board of directors of the new 
company will be Harry A. Arthur, Am- 
brose Benkert, Matthew C. Brush, Mar- 
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PACIFIC TRUST COMPANY 


51 BROADWAY, NEW YORK CITY 


HERMAN J. COOK, President 


Capital $8,000,000 


Surplus $7,000,000 


GENERAL BANKING, TRUST AND 
FOREIGN BUSINESS 


shall Forrest, David Friday, Morton H. 
Fry, Charles F. Hazelwood, Frederick J. 
Leary, Joseph S. Maxwell, Matthew S. 
Sloan, Ernest B. Tracy and Frank A. 
Willard. 

Reliance International Corporation 
has an authorized capitalization of $75,- 
000,000 of debentures, 1,500,000 shares 
of no par value preferred stock, 500,000 
shares of which are classified as cumu- 
lative preferred stock, $3 convertible 
series; 2,000,000 shares of no par value 
Class A common stock, and 1,000,000 
shares of no par value Class B common 
stock. 

The trust has been incorporated 
under the laws of Delaware as one of 
the general management type, having 
broad powers for the investment of ics 
funds in a widely diversified list of do- 
mestic and foreign securities. The cor- 
poration has entered into a management 
contract with Reliance Management 
Corporation. 

The corporation will commence busi- 
ness with cash resources in excess of 
130 per cent. of the liquidating value 
of outstanding cumulative preferred 
stock, $3 convertible series. The fee to 
be paid to Reliance Management Corpo- 
ration will be limited to half of 1 per 
cent. per annum of the average resources 
of Reliance International Corporation. 
Reliance Management Corporation and 
the bankers, who include Ames, Emerich 
& Co., Inc.; F. A. Willard & Co.; and 
Estabrook & Co., have agreed to pur- 
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chase jointly two shares of Class B 
common stock for each of the stock units 
which are to be sold and which will 
consist of one share of cumulative pre’ 
ferred stock, $3 convertible series, and 
one share of Class A common stock. 


UNDERWRITERS TRUST COM. 
PANY PLANNED 


THE Underwriters Trust Company, a 
new bank planned for the insurance 
district of New York, will have a capi 
talization of $1,000,000, made up of 
fifty shares of $20 par value and will 
begin with a paid in surplus of $1,250, 
000. The stock is to be privately sub 
scribed for, according to announcement, 
at $45 a share and the bank will open 
for business within three months at 111 
John street. 

Directors include Howard S. Cullman, 
James I. Cuff, Charles E. Enderly, 
Sumner Ford, Bertram E. Gonder, Ivan 
N. Hardingham, Horatio N. Kelsey, 
Clarence W. Lewis, Harry L. McGee, 
George W. Morgan, George C. Van 
Tuyl, Jr., Paul Abbott, John A. Dia’ 
mond and John G. Winchester. 


CITY BANK FARMERS TRUST 
FORMS ENGLISH SUBSIDIARY 


THE City Bank Farmers Trust Com: 
pany of New York has organized the 
City Bank Farmers Trust Co., Ltd., in 
London as a subsidiary. The company 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


is empowered to act in Great Britain and 
Northern Ireland as executor, admin- 
istrator and trustee under wills and 
deeds of trust and in all other fiduciary 
capacities including those of ancillary 
administrator of the English assets of 
American estates. The new unit is lo- 
cated at 11 Waterloo Place, London, 
§. W. 1. 


PHILADELPHIA MERGER 


MerGER of the Central National Bank 
and the American Bank & Trust Com- 
pany, Philadelphia, has resulted in a 
bank with assets, according to June 29 
statements, of $47,084,429. The bank 
is known as the Central National Bank. 

Archie D. Swift, president of the 
Central National, continues in that posi- 
tion, with Elwell Whalen, president of 
the American Bank & Trust Company, 
as a vice-president. 


BANKERS TRUST, NEW YORK 
BUYS HANOVER BUILDING 


THE Bankers Trust Company of New 
York has bought from the Central Han- 
over Bank and Trust Company the land 
and twenty-one story building at the 
southwest corner of Pine and Nassau 
streets formerly occupied by the main 
ofice of the Hanover National Bank. 
The property has a frontage of 99 feet 
on Nassau street and 112 on Pine. The 
Bankers Trust Company already owned 
the building at 10 and 12 Wall street 
and 7 and 9 Pine street. These quarters 
are already fully occupied by the bank 
in addition to its own building at the 


corner of Wall and Nassau streets. The 
new property adjoins the other build- 
ings owned by the Bankers Trust Com- 
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The Hanover National Bank building, 
which has been purchased by the 
Bankers Trust Company, New York. 


pany so that it can be readily accom- 
modated to the uses of the company as 
needed. Part of the recently purchased 
building will be occupied by the bank at 


-once. 


617 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 


Forty-Two Broadway, 


+) BLANK-STOLLER 


Jackson E. REYNOLDS 


President of the First National Bank of 

New York, one of the two Americans 

appointed to help form the Bank of 
International Settlements. 


TRANSAMERICA SHAREHOLD- 
ERS RECEIVE DIVIDENDS 


A stock dividend of 150 per cent. has 
been declared by the Transamerica Cor- 
poration, San Francisco. The company 
has also announced the formation of a 
new enterprise, the Intercoast Trading 
Company, to which stockholders of 
Transamerica have subscription rights. 
The dividend to be distributed repre- 
sents a market value of more than 
$800,000,000. 
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New York City 


PITTSBURGH MERGER VOTED 


STOCKHOLDERS of the Peoples Savings 
& Trust Co., and the Pittsburgh Trust 
Co., Pittsburgh, Pa., have voted to con- 
solidate into the Peoples Pittsburgh 
Trust Company, an institution which 
will have resources of $80,000,000. 
Business of the new bank will be carried 
on in the banking quarters of the 
Peoples Savings & Trust. 


MELvin A. TRAYLOR 
President First National Bank of Chi- 
cago, who has been chosen as one of 
the two Americans to sit on the sub- 
committee appointed by the Hague 
Conference to draw up the statutes 
of the Bank of International Settle: 

ments. 
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WILLIAM J. WASON, JB., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


seoammmeaseaiatiinatite in 


CHEMICAL NATIONAL ASSO- 
CIATES ORGANIZED 


INTERESTS connected with the Chemical 
Bank and Trust Company, New York, 
have organized an investment trust, 
known as Chemical National Associates, 
Inc., with headquarters at 165 Broad- 
way, the main office of the Chemical 
Bank. Stockholders of the bank have 
taken the entire issue of stock in the 
new company, which is to be capitalized 
at $40,000,000. 

Chemical National Associates, Inc., 
has been incorporated under the laws 
of Delaware to conduct an investment 
trust business. The corporation has 
authorized 5,000,000 shares of common 
stock of no par value, non-voting and 
100,000 voting shares of common stock, 
also of no par value. 

The entire amount of voting shares is 
to be held by the Chemical National 
Company, Inc., the securities company 
of the bank, which will manage and 
control the new investment trust. The 
Chemical National Company will pay 
$2,500,000 for its stock, which it will 
hold for investment and to maintain 
control of the corporation. There will 
be no management fees and no manage- 
ment contract. 

The present financing will leave out- 
standing 1,500,000 shares of non-voting 
common stock, an amount exactly equal 
to the number of shares of the Chemical 
Bank. Shareholders of the bank re- 
ceived the right to purchase one share 
of the stock of the new company for 
each share of bank stock held. 

The new investment trust’s board of 
directors consists of the following: Joseph 


INTEREST ALLOWED ON 


NMA 


Kings County Trust Company 
City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $5,500,000 Undivided Profits $601,000 


JULIAN P. FAIRCHILD, President 


THOMAS BLAKE, Secretary 
ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Secretary 


ALBERT E. ECKERSON Auditor 


DEPOSITS 


lH G 


A. Bower, president Chemical National 
Company, Inc.; A. J. County, vice- 
president, Pennsylvania Railroad; Lam- 
mot du Pont, president E. I. du Pont 
de Nemours & Co.; chairman, General 
Motors Corporation; Donald G. Geddes, 
Clark, Dodge & Co.; Robert W. Goelet; 
J. H. Hillman Jr., chairman Hillman 
Coal and Coke Company; Frank K. 
Houston, vice-president Chemical Bank 
and Trust Company; N. Baxter Jackson, 
vice-president Chemical Bank and Trust 
Company; Percy H. Johnston, president 
Chemical Bank and Trust Company; 
William C. Langley; Jansen Noyes, 
Hemphill, Noyes & Co.; William A. 
Phillips, Dillon, Read & Co.; H. Hobart 
Porter, Sanderson & Porter; W. Emlen 
Roosevelt, Roosevelt & Son; Mortimer 
L. Schiff, Kuhn, Loeb & Co.; Arthur 
Turnbull, Post &@ Flagg. 


HARRIS FORBES TRUST TO HAVE 
$40,000,000 CAPITAL 


Assets of the Public Utility Holding 
Corporation of America, being spon- 
sored by Harris, Forbes Corporation in 
conjunction with the American Founders 
Corporation and the United Founders 
Corporation, will be $40,000,000 upon 
the completion of its financing. No 
public offering of securities of the new 
company will be made, but dealers 
throughout the country are being given 
the opportunity to acquire a stock in- 
terest, which they may, if they choose, 
dispose of publicly. 

Of the 30,000,000 share capital only 
500,000 shares of Class A stock and 
2,500,000 shares of common stock are 
to be presently outstanding. The au- 


619 





THE BANKERS MAGAZINE 


Learn a Foreign 
Language 
French, Spanish, Italian, 
German, etc. 


Conversational instruction under 
our native teachers will give you a 
practical knowledge of any lan- 
guage in a few months. We invite 
you to take a Free Trial Lesson. 
Day and Evening Classes and In- 
dividual Instruction. Catalogue on 
request. 


BERLITZ 


SCHOOL OF 


LANGUAGES 


Est. 1878 336 Branches 


New York—30 W 34th St., Tel. Pennsylvania 1188 
Breoklyn—2 18 Livingston St., Tel. Triangle 1946 


If there is no Berlitz School in your city 
write to Dept. Z for particulars of our 
Correspondence Course in FRENCH. 


thorized capital is made up of 5,000,000 
shares of Class A and 20,000,000 shares 


of common stock, with the charter 
authorizing the issuance of 5,000,000 
shares of preferred stock at the discre- 
tion of the board of directors. There 
also will be outstanding 1,000,000 
warrants entitling the holders to pur- 
chase, in perpetuity, an equal number 
of shares of either Class A stock or 
common stock at $30 a share and 2,500,- 
000 warrants entitling the holders to 
purchase, also in perpetuity, an equal 
number of shares of common stock at 
$30 per share. 

Harris, Forbes Corporation is also 
heading a group which has underwritten 
the financing of the United States and 
Overseas Corporation, which will take 
the form of an issue of 600,000 shares 
of no par value common stock with 
stock purchase warrants. It is the first 
public financing for this investment com- 
pany, which was formed last January. 
On the completion of the financing the 


company will have assets of about 


$22,000,000. 


CHATHAM PHENIX GROUP TO 
ERECT TALLEST BUILDING 


A GRouP formed by the Chatham Phenix 
National Bank and Trust Company of 
New York and headed by former: 
Governor Alfred E. Smith, will erect 
the world’s tallest building on the site 
of the Waldorf-Astoria Hotel, Fifth 
avenue at 34th street, according to 
recent announcement. Robert C. Brown, 
vice-president of the Chatham Phenix 
National Bank and Trust Company, will 
be vice-president of the building corpo- 
ration. Directors will be as follows: 
Louis G. Kaufman, president of the 
Chatham Phenix National Bank & Trust 
Company; Ellis P. Earle, president of 
the Nipissing Mines Co.; Pierre S. du 
Pont, chairman of the board of the E. I 
du Pont de Nemours Co.; John J. Ras- 
kob, financier and chairman of the Demo 
cratic National Committee; Colonel 
Michael Friedsam, president of B. Alt 
man & Co.; August Heckscher, financier, 
real estate operator and philanthropist. 

The proposed height of the building 
is nearly 1000 feet and it is to be com 
pleted within two years. 


NEBRASKA BANKERS TO MEET 
NEXT MONTH 


THE Nebraska Bankers Association will 
hold its annual convention at Omaha 
November 6 and 7 with Thomas B. 
Paton, Jr., assistant general counsel of 
the American Bankers Association; 
Samuel P. Arnot, president of the Chi- 
cago Board of Trade; H. N. Stronck, 
president of H. N. Stronck & Co., of 
Chicago, as prominent speakers. 


FOURTH NATIONAL INVESTORS 
CORPORATION 


A NEW investment trust, the Fourth 
National Investors Corporation, _ has 
been launched under the sponsorship of 
the Guardian Detroit Group, the Na’ 
tional Shawmut Bank of Boston, the 
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Harris Trust and Savings Bank of Chi- 
cago and the Marine Trust Company 
of Buffalo. It will have assets of $27,- 
000,000. The new unit will be man- 
aged by the National Investors Corpo- 
ration, which was formed last December 
and which has launched the First, 
Second and Third National Investors 
corporations since then. 


INTERSTATE ANNOUNCES 
PROMOTIONS 


PROMOTIONS announced by the Inter- 
state Trust Company, New York, are 
as follows: Paul C. Beardslee, formerly 
secretary and trust officer, has been 
made vice-president and trust officer; 
Harry P. Aumack, formerly treasurer, 
has been promoted to vice-president and 
treasurer; and Claude H. Meredith, for- 
merly assistant secretary, has been ap- 
pointed secretary. 

New appointments include A. A. 
Carpenter, assistant vice-president; and 
George Brown, assistant to the presi- 
dent. 


IRVING TRUST BUYS INVEST- 
MENT MANAGERS COMPANY 


THE Irving Trust Company of New 
York has acquired the Investment Man- 
agers Company and will continue its 
investment trust operations by a corpo 
ration known as the Irving Investors 
Management Company. 

The Investment Managers Company, 
which was organized in 1924 by Edgar 
Lawrence Smith and associates, includ- 
ing the investment firms of Wood, Low 
& Co. and Roosevelt & Son, has two 
investment trust funds, known as A and 
B. The aggregate net value of the 
shares of the funds on December 31, 
1928, was $22,930,006, compared with 
face value for the outstanding certifi- 
cates of $19,826,400. The difference 
between these totals represents the gain 
in the company’s assets as a result of 
the increase in the market value of its 
securities. The company was among 
the first to manage investment trust 
tunds on a strictly fee basis. 

The terms of the acquisition of the 
trust were not announced. Mr. Smith 


The South Carolina 
National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8S. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, S. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 800,000.00 
Resources 30,000,000.00 


will continue as president of the new 
company and as a member of the board 
of directors. The other directors will 
be George S. Franklin, John F. B. 
Mitchell and George E. Roosevelt, who 
are directors of the Investment Man- 
agers Company, and Lewis E. Pierson, 
Harry E. Ward and Douglas T. Johns- 
ton, officers of the Irving Trust Com- 
pany. 

There will be no change in the gen- 
eral policy of the management company, 
which will continue at 63 Wall street 
until the new headquarters building of 
the Irving Trust Company, now under 
construction at 1 Wall Street, is com- 
pleted. 

The Irving Investment Managers 
Company will continue the policy of 
its predecessor company by providing 
management for investment capital 
through investment trust funds that are 
open to general subscription. This type 
of management will be available to in- 
vestors through all banking offices of 
the Irving Trust Company as well as 
through the offices of the management 
company. 


INSURANCE MERGER TERMS 
ANNOUNCED 


ConpitTions of the merger of the New 
York Indemnity Company with Insur- 
ance Securities Company, Inc., have 
been announced, following meetings of 
the boards of the National Surety Com- 
pany and the New York Indemnity 
Company. 





Custom Made Garments for Dress, a 
ness and Sport Wear. Golf Jackets and 
Knickerbockers a Specialty. 


M. ROCK - 


Cleveland 
Pittsburgh 


Steubenville 
Toledo 


Tailor 
315 Fifth Avenue, New York 


Services can be had in the following cities: 
Wheeling 


Youngstown 





My representative visits the above cities once every month 


W. Irving Moss will be the new presi- 
dent of New York Indemnity Company 
and M. M. Moss its senior vice-presi- 
dent. Spencer Welton, who has been 
president of the New York Indemnity 
Company, will be vice-president of 
Union Indemnity Company, and North- 
western Casualty and Surety Company, 
as well as vice-president of New York 
Indemnity. W. C. Billings and B. C. 
Ticknor, both former vice-presidents of 
the New York Indemnity Company, also 
become vice-presidents of the three con’ 
stituent companies. 


© unverwooo a uNoeRwooo 
Epwarp Hupson 
Formerly assistant vice-president, who 
has been elected vice-president of the 
Bank of America National Associa- 
tion, New York. 
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NORTHERN TRUST COMPANY 
FORTY YEARS OLD 


THE Northern Trust Company of Chi- 
cago observed the fortieth aniversary of 
its founding by the opening of two new 
floors which have been added to the 
bank’s building. The first three floors 
of the building are now devoted to 
commercial and savings banking and the 
trust department, while the machine de- 
partments are being concentrated as far 
as possible on the two new floors. Five 
automatic elevators have been installed. 

The bank opened its first quarters in 
1889 on the second floor of the Rookery 
Building, at the southeast corner of La’ 
Salle and Adams streets. At that time 
the company had three officers and four 
employes. The following year it had 
already outgrown its quarters and moved 
to the ground floor of the Chamber of 
Commerce Building where it remained 
until 1897, when it returned to the 
Rookery to occupy part of the ground 
and second floors. In 1904 the site then 
occupied by the Bryan Block, at the 
northwest corner of LaSalle and Monroe 
streets, was purchased and in 1906 the 
present building was completed and 
occupied. 

Solomon A. Smith, president of the 
Northern Trust Company, is the third 
generation of the Smith family to be 
come the president of a Chicago bank. 
His grandfather, Solomon A. Smith, was 
one of the organizers of the Merchants 
Loan & Trust Co., and served as its 
president. His father, Byron L. Smith, 
was vice-president of the Merchants 
until he organized the Northern Trust 
Company. When he died, in 1914, the 
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present Solomon A. Smith succeeded him 
as president of the Northern Trust Com- 
pany. 

Mr. Smith, in comparing the present 
fnancial situation with that of forty 
years ago, said: “Few persons realize 
how Chicago has progressed in the last 
forty years. Since 1889, when the 
Northern Trust Company first opened 
its doors, Chicago has developed from 
a city to a metropolis which, for civic 
splendor and commercial and industrial 
and financial progress, takes its place in 
the ranks of the world’s first cities. 

“Recently, in looking over some of 
the files of the company, I noticed that 
on August 12, 1889, the day this bank 
was opened, only fifty-four transfers of 
real estate were recorded in Chicago of 
$1000 and up. 

“Chicago Clearing House returns on 
August 12, 1889, were $10,709,000. 
Chicago clearings on August 5 of this 
year were $116,900,000.” 


Mark B. Peck 


Formerly vice-president of the Na- 
tional Bank of Commerce of Detroit, 
who has been made assistant vice- 
president of the Bank of America 
N ‘tional Association, New York. He 
Will supervise banking and new busi- 


ess activities in the Middle West. 


Opens Mid-August- 


NewYork, 
The HOTEL 


(GVERNOR 
CQINTON 


Opposite Penn. R. R. Station 


New York’s new hotel truly ex- 
pressive of the greatest city. 
1200 pleasant rooms each 
with Servidor, bath, circulat- 
ing ice water and radio 
provisions. 


ROOMS from $3.00 


B G..KILL, General Manager 


CHATHAM PHENIX FORMS 
INVESTMENT COMPANY 


THE Chatham Phenix Allied Corpora- 
tion, a $50,000,000 investment com- 
pany, has been formed by the Chatham 
Phenix National Bank and Trust Com- 
pany, New York, and its affiliate, the 
Chatham Phenix Corporation, to par- 
ticipate in underwritings, syndicates and 
other investment activities. 

The authorized capitalization will con- 
sist of 2,000,000 shares of no par com- 
mon stock. Of this 100,000 shares is 
voting stock and has been acquired by 
Chatham Phenix Corporation. The re- 
maining stock is being offered to stock- 
holders of the bank at $27 a share. 

The president of the new corporation 
will be General Samuel McRoberts, 
chairman of the Chatham Phenix Na- 
tional Bank and Trust Company. Louis 
G. Kaufman, president of the bank, will 
be chairman of the board of the Allied 
Corporation. Its directorate will include: 





624 


Van Lear Black, chairman Fidelity Trust 
Company, Baltimore; Edgar S. Bloom, 
president Western Electric Company; 
Rollin C. Bortle, president Chatham 
Phenix Corporation; Eugene E. du Pont, 
E. I. du Pont de Nemours & Co.; Ellis P. 
Earle, president Nipissing Mines Com- 
pany; Richard H. Higgins, first vice- 
president Chatham Phenix National 
Bank and Trust Company; Edward F. 
Hutton, chairman Postum Cereal Com- 
pany; William B. Joyce, chairman Na- 
tional Surety Company; L. G. Kaufman; 
Fred M. Kirby, vice-president F. W. 
Woolworth Company; Samuel McRob- 
erts: Frank Phillips, president Phillips 
Petroleum Company; Harold I. Pratt, 
Charles Pratt & Co.; J. Frederick Tal- 
cott, president James Talcott, Inc.; and 
S. B. Thorne, president Thorne, Neale 
& Co., Inc. 


t+] UNDERWOOD & UNDERWOOD 
Case R. Howarp 
Manager foreign business department 
of the New York Agency, Canadian 
Bank of Commerce, who addressed 
the Pacific Foreign Trade Council on 
“Canada’s Foreign Trade and What 
It Means to the United States” at a 
recent meeting in Seattle. 


NEW OFFICE FOR 'STERLING 


JosEPH PULVERMACHER has been elect- 
ed chairman of the executive committee 
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of the Sterling National Bank & Trust 
Company of New York, according to 
announcement by Samuel H. Golding, 
chairman of the board, and Joseph 
Brown, president. 


Mr. Pulvermacher for twenty-six 


years has been connected with the Chase 
National Bank, Maiden Lane branch, as 
He is widely known in 


vice-president. 
banking circles. 

Mr. Pulvermacher started as a mes 
senger for the Hide & Leather National 
Bank which was then located at 100 
William street. Subsequently the bank 
merged with Western National Bank 
which was later absorbed by the Na- 
tional Bank of Commerce. In 1903 


© unverwoon & UNDERWOOD 


JosEPH PULVERMACHER 


Newly elected chairman of the ex- 
ecutive committee Sterling National 
Bank & Trust Company, New York. 


when the Maiden Lane National Bank 
organized at 100 William street he re- 
signed from his post at the Bank of 
Commerce and accepted the position of 
assistant receiving teller with this new 
organization. Later on that bank was 
taken over by the Metropolitan Bank. 
From then on, Mr. Pulvermacher pro 
gressed step by step through the vari 
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ous stations of that institution until he 
became a vice-president. In 1921 the 
Chase National Bank took over the 
Metropolitan Bank and he affliated 


himself with this new combine. 


Sterling National Bank & Trust Com- 
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pany opened for business on May 7 
last, with deposits in excess of $13,000,- 
000. The first statement published at 
the bank call as of June 29 indicated re- 
sources which were approximately $18,- 
000,000. 


The Guaranty Trust Company building, located at 140 Broadway, New York, 
from a recent drawing by W. J. Shettsline. 





CuHar.es E. MITCHELL 


Chairman of the board of the National City 
Bank of New York, which plans to take over 
the Corn Exchange Bank Trust Company. 


National City and Corn Exchange 
to Merge 


HE National City Bank of New 
York and the Corn Exchange 
Bank Trust Company have an- 
nounced plans for a merger which will 


give the National City, already the 
largest banking institution in the coun- 
try, more than one hundred branches 
in New York City and total resources 
of $2,386,066,401. 

The consolidation will be effected by 
an exchange of stock on the basis of 
four-fifths of a share of National City 
stock for each share of Corn Exchange 
stock. Thus the National City will 
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issue 484,000 shares of its stock for the 
605,000 shares of Corn Exchange out’ 
standing. The consolidation is expected 
to take effect in November, subject, 
of course, to approval by the stock 
holders. 

Unlike the merger of the Farmers’ 
Loan and Trust Company with the 
National City, in which the former 
retained its identity as the City Bank 
Farmers Trust Company, the Corn Ex: 
change will be merged with the Na’ 
tional City Bank and will lose its iden- 
tity. 
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Charles E. Mitchell, chairman of the 
National City, and Walter E. Frew, 
chairman of the Corn Exchange, said 
that “the merger is not a step in the 
development of size but an intensive 
development of branch banking in New 
York City.” 

Mr. Mitchell will continue as chair- 
man of the National City Bank, while 
Mr. Frew, it is expected, will retire 
from active banking. He will however 
become a director in the National City. 

The consolidation will bring together 
capital funds of $270,140,327, with the 
National City contributing $235,260,- 
406 and the Corn Exchange $34,879,- 
921. It will also combine the large 
number of New York City branches 
of the Corn Exchange with the many 
foreign branches of the National City. 
The National City Bank has ninety- 
eight branches in the most important 
fnancial and commercial cities in 
twenty-six foreign countries and thirty- 
five branches in New York City. Its 
security afhliate, the National City 


Company, has more than fifty offices 
located in the principal centers of the 


United States. The Corn Exchange 
has sixty-six branches in operation in 
New York, with two more about to 
open and plans for opening six addi’ 
tional offices. 

Deposits of the National City, as 
of June 29, amounted to $1,470,891,- 
893, and the Corn Exchange, as of the 
same date, $221,726,322, which with 
the increases since that time will bring 
total deposits close to one and three- 
quarter billions of dollars. 

In view of the fact that the Na- 
tional City Bank has been gradually 
transferring its trust business to the City 
Bank Farmers Trust Company, it is as- 
sumed that the trust business of the 
Corn Exchange will be directed to that 
institution. 

The growth of the National City 
Bank under Mr. Mitchell since May 3, 
1921, when he was elevated to the 
Presidency, has been little short of 
phenomenal. At that time deposits were 
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$648,987,000, and resources $821,- 
908,000. On April 2, 1929, when Mr. 
Mitchell resigned the presidency of the 
National City Bank and the National 
City Company to become chairman of 
the National City organization, with 
executive power, Gordon S. Rentsch- 
ler was elected president of the National 
City Bank and Hugh B. Baker of the 
National City Company. After the 
affiliation with the Farmers’ Loan and 
Trust Company, James H. Perkins was 
elected president of the new City Bank 
Farmers Trust Company. 

The National City Company main: 
tains the world’s largest investment dis: 
tributing organization with business 
strictly limited to the purchase and sale 
of high-grade securities. It controls 11,- 
000 miles of private telegraph wires 
throughout the United States and Can- 
ada. 

The Corn Exchange Bank Trust 
Company, which as the Corn Exchange 
Bank has been a pioneer in branch bank- 
ing and was the first state bank in New 
York to join the Federal Reserve Sys- 
tem, recently celebrated its seventy-fifth 
anniversary. The main office of the 
bank is still in its original location at 
William and Beaver streets, where it 
started in 1853 with an initial capital 
of $500,000. 

The Corn Exchange launched its ex- 
pansion program on March 20, 1899, 
when it took over the Astor Place Bank 
and the Hudson River Bank. This fol- 
lowed the passage of a law in 1898 by 
the State Legislature enabling state banks 
in cities having a population of 1,000,- 
000 or more to ‘open branches within 
their own city. It is interesting to note 
that in 1865 the directors of the bank 
by a vote of four to three decided 
against giving up the state charter for 
a national one, as it was only many 
years later that national banks were per- 
mitted to establish branches in their own 
cities. 

The National City Bank was estab- 
lished in 1812 with a paid capital of 
$800,000. 





Equitable and Seaboard Merger in 
Effect 


ORMAL consolidation of the Sea- 
board National Bank and the Equi- 
table Trust Company, of New 
York, has gone into effect, merging the 
,identities of two outstanding New York 
banks. The new institution has total 
resources exceeding $800,000,000. It 
retains the name and charter of the 
Equitable Trust Company of New York. 
The combined capital, surplus, and 
undivided profits of the consolidated in- 
stitution are $90,000,000, divided as 
follows: capital, $46,500,000; surplus, 
$38,500,000; and undivided profits, ap- 
proximately $5,000,000. 


°o UNDERWOOD & UNDERWOOD 
ARTHUR W. LOASBY 


Chairman of the board of the en- 
larged Equitable Trust Company of 
New York. 


Stockholders of the Seaboard Bank 
have received Equitable Trust Company 
stock in exchange for their holdings 
upon the basis of one and one-half 
shares of Equitable stock for each share 
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of Seaboard. It is expected that plans 
for an increase in capitalization and a 
split-up in the shares of Equitable stock 
will be announced in the near future. 


Arthur W. Loasby, who has been 


CHELLIS A. AUSTIN 


President ‘of the enlarged Equitable 
Trust Company of New York. 


president of the Equitable, becomes 
chairman of the board, and Chellis A. 
Austin, president of the Seaboard, be: 
comes president of the Equitable. 
The main offices of the Seaboard have 
been moved from the Seaboard Bank 
building at 59 Broad street to the new 
Equitable Trust Company building at 
11 Broad street. Extensive alterations 
have been made on several floors of the 
Equitable’s forty-two story building to 
accommodate the officers and depart 
ment personnel from the Seaboard’s 
main office. Quarters also have been 
provided in this building for divisions 
of the Seaboard’s trust department, 
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previously located at 115 Broadway, as 
follows: corporate trust, transfer, reg- 
istration, reorganization, and coupon 
paying. 

The Seaboard building at the corner 
of Broad and Beaver streets has been 
sold to the Manufacturers Trust Com- 
pany. 

As a result of the merger, the Equi- 
table Trust Company has eight offices 
in greater New York. The Seaboard’s 
mid-town office at 24 East 45th street 
is to be consolidated with the Equitable 
office at 45th street and Madison avenue 
as soon as remodeling of the quarters 
there is completed. Four new Equitable 
ofices will be opened during the next 
few months at locations already selected 
in Greater New York. 

Representatives of the Equitable Trust 
Company or its subsidiary, the Equi- 
table Securities Company, Inc., have 
offices in the following cities: Phila- 
delphia, Baltimore, Atlanta, Chicago, 
Dallas, San Francisco, Pittsburgh, Boston 
and Washington. 

As one of the leading American 
banks in volume of foreign business, the 
Equitable maintains important branch 
offices in London and Paris and also has 
an office in Mexico City. Its subsidiary, 
the Equitable Eastern Banking Corpo- 
ration, maintains offices in Hongkong, 
Shanghai and Tientsin, China, and has 
resources of $25,000,000. S. Stern, 
who has been vice-president of the Sea- 
board Bank in charge of the foreign de- 
partment, assumes the same executive 
post in the Equitable Trust Company. 

The London Office of the Equitable 
at Moorgate E.C.2 is the oldest estab- 
lished office of any American bank in 
that city. It operates a branch for 
tourists in the West End section. The 
Equitable’s Paris office occupies its own 
building at 41 Rue Cambon and main- 
tains a staff of several hundred people. 
N recent years it has ranged from 
twelfth to fourth in clearings at the 
Paris Clearing House. 

The Seaboard Bank and the Equitable 
Trust Company both have made remark- 
able Progress in the last few years and 
have developed into complete financial 
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institutions with departments providing 
every type of banking service. 

The Seaboard Bank was organized in 
1883 under a state charter with an 
original capital of $500,000. The Sea- 
board’s first offices were at 18 Broad- 
way, next door to the Petroleum Ex- 
change, and the principal purpose which 
its organizers had in view was to facili- 
tate trading on the Exchange by making 
loans on oil ware-house receipts and 
pipe line certificates, which other banks 
did not do at that time. 

In 1885 the Seaboard joined the Na- 
tional Banking System and grew steadily 
until its deposits had reached $3,500,- 
000 in 1890. The first increase in capi- 
tal did not take place until 1905 when 
a 100 per cent. stock dividend was de- 
clared, making the capital $1,000,000. 
This was raised to $3,000,000 in 1921 
at which time the bank entered its new 
building at Broad and Beaver streets. 

The following year the Seaboard and 
the. Mercantile Trust Company were 
merged with combined capital of $4,- 
000,000. Chellis A. Austin, who had 
been president of the Mercantile since 
its organization in 1917, was elected 
president of the Seaboard. The com- 
bined resources at that time amounted 
to about $80,000,000. 

In the ensuing six years the Seaboard 
grew at a much swifter pace and capital 
increases followed in quick succession. 
During 1928 the Seaboard acquired by 
merger the New Netherland Bank at 
41 West 34th street. The most recent 
capital increase was made early in 1929, 
bringing the Seaboard’s capital to $11,- 
000,000 with a surplus of $14,000,000. 
The last Seaboard statement as of June 
29, 1929, showed capital, surplus, and 
undivided profits totaling $28,121,728 
and total resources of $225,359,804. 

The Equitable Trust Company is an 
outgrowth of the Traders Deposit Com- 
pany, which was launched in 1871 with 
a paid-in capital of $16,000. In 1902 
the Equitable Trust Company was char- 
tered to succeed the Traders Deposit 
Company, with a capital of $1,000,000. 
A year later the capital was increased 
to $3,000,000 and the Equitable entered 
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a period of growth which included three 
mergers between 1909 and 1912. The 
banks merged with the Equitable were 
the Bowling Green Trust Company in 
1909, the Madison Trust Company in 
1911, and the Trust Company of 
America, which already represented 
several earlier consolidations in 1912. 

The next capital increase came in 
1917, when $3,000,000 was added, 
bringing the capital to $6,000,000. Two 
years later the capital was again doubled 
so that the companv had a capital of 
$12,000,000 and a surplus of $14,500,- 
000. The Importers and Traders Na- 


tional Bank, an old and highly regarded 
institution, became a part of the Equi- 
table in 1923, at which time the capital 
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was increased to $23,000,000 with 
surplus and undivided profits of $9,500, 
000. The most recent capital increase 
was effected in 1926, bringing the figure 
to $30,000,000. The latest Equitable 
statement on June 29, 1929, showed 
capital, surplus and undivided profits 
aggregating $58,801,888.95 and total 
resources amounting to $589,980,680.02. 

Between 1912 and 1928 the main 
office of the Equitable was located in 
the company’s twenty-three story build 
ing at 37 Wall street. In February, 
1928, its headquarters were moved to 
the new forty-two story Equitable Trust 
Company building at 11 Broad street 
with entrances at 35 Wall street and 51 
Exchange Place. 


Coming Bankers’ Conventions 


AMERICAN BANKERS  ASSOCIA- 
TION, San Francisco, September 30-October 
3. Executive manager, F. N. Shepherd, 110 
East 42nd street, New York City. 


ARIZONA BANKERS ASSOCIATION, 
Phoenix, November 8-9. Secretary, Morris 
Goldwater, Prescott. 


ASSOCIATION OF BANK WOMEN, 
San Francisco, September 30-October 3. Head- 
quarters Sir Francis Drake Hotel. 


ASSOCIATION OF RESERVE CITY 
BANKERS, Memphis, Tenn., May, 1930. 


FINANCIAL ADVERTISERS ASSO- 
CIATION, Atlanta, Ga., October 30-Novem- 
ber 2. Executive secretary, Preston E. Reed, 
231 South LaSalle street, Chicago. 


INVESTMENT BANKERS’ ASSOCIA- 
TION OF AMERICA, Quebec, October 12- 
18. Executive vice-president, Alden H. 
Little, 105 South La Salle street, Chicago. 


MID-CONTINENT TRUST CONFER- 
ENCE, Detroit, Mich., November 7 and 8. 
Robert O. Lord, Guardian Trust Company, 
Detroit, general chairman. 


MORTGAGE BANKERS ASSOCIA: 
TION, New Orleans, October 29-31. Secre- 
tary, Walter B. Kester, 122 West Adams 
street, Chicago. 


NEBRASKA BANKERS’ 
TION, Omaha, November 6-7. Headquar- 
ters, Paxton Hotel. Secretary, William B. 
Hughes, 908 Woodmen Building, Omaha. 


ASSOCIA- 


NORTHWEST REGIONAL BANK 
MANAGEMENT CONFERENCE, Novem: 
ber 15, Minneapolis. Headquarters, Nicol 
let Hotel. 


SAVINGS BANKS ASSOCIATION OF 
NEW YORK, S. S. Volendam to Havana, 
Cuba, October 25-November 3. Secretary, 
Paul W. Albright, 110 East 42nd street, 
New York City. 





Union Commerce and Guardian 
Groups, Detroit, to Unite 


Commerce Group’ with the 
Guardian Group, of Detroit, 
will give that city a banking group with 
resources of more than $400,000,000. 
The new group will be known as the 
Guardian Detroit Union Group, Inc. 
It is expected that the Guardian 
Trust Company and the Union Trust 
Company will be merged under the 
name of the Union Guardian Trust 
Company, and that the Guardian De- 
troit Bank and the National Bank of 
Commerce will be consolidated as the 
Guardian Detroit Bank. The securities 
business will be conducted by the 
Guardian Detroit Company. 
Frank W. Blair will be chairman of 
the board of the Guardian Detroit 


(Ccammere Gro of the Union 


Union Group, Inc., with Robert O. 


Lord president and executive head and 


FRANK W. BLAIR 
President of the Union Trust Com- 
any of Detroit, who will be chairman 
esident Guardian Trust Company 
Union Group, Inc. 


Henry E. Bodman as chairman of the 
executive committee. Mr. Blair will be 
chairman of the board of the Union 
Guardian Trust Company, with Mr. 
Lord as chairman of the executive com- 
mittee and John N. Stalker as president. 
Henry H. Sanger will be chairman of 
the Guardian Detroit Bank, Richard P. 
Joy vice-chairman of the board, Dr. 
Fred T. Murphy chairman of the ex- 
ecutive committee and Mr. Lord presi- 
dent. Carlton M. Higbie will be chair- 
man of the securities company and John 
C. Grier, Jr., president and chief ex- 
ecutive. 

In effecting the merger, a stock divi- 
dend of 20 per cent. will be paid upon 
the stock of the Guardian Group. 
Thereafter each stockholder of the 
Union Commerce Corporation will re- 
ceive one share of the new Guardian 


Ropert O. Lorp 
President Guardian Trust Company 
of Detroit, who will be president and 
executive head of the Guardian De- 
troit Union Group, Inc. 
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Detroit Union Group, Inc., for each 
share of Union Commerce Corporation. 
Coincident with the announcement 
of the merger plans, C. H. Haberkorn, 
Jr., chairman of the board of the Bank 
of Detroit, announced that the board 
of that bank had recommended to stock- 
holders that the Bank of Detroit become 
a unit of the Guardian Group. 
Arrangements have also been made 


for the incorporation into the new group 
of the Union Industrial Bank of Flint, 
the Thompson Savings Bank of Hudson 
and the Bank of Hamtramck. 

If approved by stockholders, the con: 
solidation will result in a group of bank- 
ing institutions with capital assets of 
more than $75,000,000, deposits of more 
than $350,000,000 and total resources 
exceeding $400,000,000. 


Reserve Policy Dominates Credit Situation 


HE liberal acceptance policy in- 
augurated by the Reserve banks 


early in August has afforded re- 
lief from immediate concern over the 
cost of business accommodation, and 
this has had an easing effect upon 
money conditions in the stock market,” 
says Finance and Trade Commentary, 
published by J. Henry Schroder Bank- 
ing Corporation of New York, for 
September. “After the seasonal pur- 
chase of acceptances ends around the 
first of next year, however, credit con- 
ditions will tighten again unless the Re- 
serve banks purchase Government se- 
curities in substantial volume. 

“The continued expansion of bank 
credit. in the United States, after the in- 
flux of gold reached its peak in 1924, 
has resulted in a rising level of money 
rates during the last five years. Periods 
of relative ease and firmness in money 
rates have developed under the influ- 
ence of gold shipments to and from this 
country, irregular increases in certain 
types of bank credit, and Federal Re- 
serve policy. During 1928 and the early 
part of 1929, these three forces com- 
bined to produce the present high 
money quotations. 

“The position of the exchanges of 
Great Britain, Italy, Argentina, and 
Canada, and the seasonal expansion of 
the United States’ export trade, point 
to further imports of gold into the 
United States. Counterbalancing these 
factors, however, are the lack of en- 
thusiasm for gold imports in this coun- 
try, the low reserve ratio in England, 


the artificial restriction of gold ship 
ments in force in certain countries, and 
the attraction of German and French 
markets for gold. 

“Investments of member banks have 
been quick to reflect the surplus supply 
of credit. In the past, however, liquida- 
tion of member bank investments, such 
as has taken place during the last thir- 
teen months, has been accompanied or 
followed by reductions in member 
bank security loans only when com: 
mercial paper rates have reached com: 
paratively high levels, and when the 
Federal Reserve banks have shown 
no inclination to alleviate conditions 
through the purchase of Government 
securities. 

“The liquidation of member bank in- 
vestments during the last year has been 
accompanied by a very rapid rise in 
commercial paper rates to new high 
levels, and by a large reduction in Re 
serve banks’ holdings of - Government 
securities. Consequently, member banks 
have become hesitant in increasing their 
security loans. Whether they will be 
come increasingly hesitant after the 
first of the year depends upon whether 
the Reserve banks, having completed 
their seasonal purchases of acceptances, 
replace that operation with purchases 
of Government securities as an aid t0 
the money market. 

“Even should the Federal Reserve 
banks purchase Government bonds lib 
erally late this fall or early next yea, 
the ease in money rates would be tem’ 


porary.” 





First National and Old Colony, of 


Boston, in Merger Plan 


EMBERS of the boards of direc- 
M tors of the First National Bank 
of Boston and the Old Colony 
Trust Company of that city have ap- 
proved plans for the merger of the two 
institutions and will submit them to the 
stockholders for their approval. 
According to the plans, the First Na- 
tional Bank will take over the commer- 
cial banking business of both banks, 
while Old Colony Trust Company will 
handle the trust business of both institu- 
tions. Branches of the Old Colony will 


© BORIS, BOSTON 


DaniEL G. WING 
Chairman of the board of the First 
National Bank of Boston, which is 
planning a merger with the Old Col- 

ony Trust Company of that city. 


become branches of the First National, 
and the Old Colony Company will be 
merged with the First National Corpo- 
ration, to carry on the business hereto- 
fore done by the two. 


Daniel G. 


Wing will continue as 


chairman of the board, B. W. Trafford 
will become vice-chairman, and Philip 
Stockton president, of the First Na- 
tional. Officers of the Old Colony 
Trust Company will remain as at pres- 
ent: Gordon Abbott, chairman; F. R. 
Hart, vice-chairman; and Philip Stock- 


© pirie macoonato 
B. W. TRAFFORD 


President of the First National Bank 
of Boston, who will be vice-chairman 
of the board after the merger. 


ton, president. The two boards of di- 
rectors will be merged, and will be 
identical for both the bank and the trust 
company. 

The consolidated banking institution 
will have capital assets of more than 
$100,000,000 and total resources of 
$700,000,000. It will include, in its 
directorate, representatives of almost 
every ramification of New England 
interests. 

Prior to the merger the Old Colony 
Trust Company will increase its capital 
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from 150,000 to 200,000 shares by issu- 
ing to its stockholders 50,000 shares at 
$300 a share, thus adding $15,000,000 
to its combined capital and_ surplus. 
The stockholders of the Old Colony will 
receive four shares of First National 
stock for each of their 200,000 shares 
of Old Colony stock. This involves an 
increase in First National capital of 
800,000 shares. 

After the exchange has been com 
pleted, the stock of the Old Colony 
Trust Company will be placed in the 
hands of trustees and held for the pro 
rata benefit of all the First National 
stockholders. 

The final result will be three affliated 
companies: The First National Bank, 
owned by the present stockholders of 
both banks; the Old Colony Trust Com- 
pany, operating a trust business under 
its present charter and owned through 
oie trustees by the stockholders of the Fi-+t 

PHILIP STOCKTON National Bank; and the First Old C - 
President of the Old Colony Trust ony Corporation, operating under : 
Company, Boston, who will also be y ‘ . 
president of the First National Bank separate charter and owned in lise 
of Boston after the two are consoli- manner through trustees by the stock- 

dated. holders of the First National Bank. 


© soris, soston 


rN THIS issue of The Bankers Magazine goes 
to press, several thousand bankers from all 
parts of the country are assembled in San Fran- 
cisco for the fifty-fifth annual convention of the 
American Bankers Association. In the November 
issue The Bankers Magazine will publish a care- 
fully prepared digest of the proceedings of the 
convention, as has been its custom in reporting 
previous annual meetings of the association. The 
November issue will serve as a valuable perma- 
nent record of this important gathering of the 
bankers of the country. 











Marine Midland Corporation Being 
Organized 


pany, to be known as the Marine 

Midland Corporation, is being 
organized by New York banking inter- 
ests to acquire ownership of banks in 
New York State and, ultimately, in 
other states. It is to be chartered in 
Delaware with an authorized capitaliza- 
tion of 10,000,000 common shares, of 
which 1,000,000 shares will be offered 
for subscription at $60. 

The new corporation, which will pur- 
sue an entirely new line in investment 
trust and holding company operations, 
will be sponsored by five groups of 
bankers, and will be built around the 
Marine Trust Company of Buffalo, the 
largest banking institution in the state 
outside of New York City. The five 
groups are Stone & Webster and Blod- 
get, Inc.; White, Weld & Co., Charles 
D. Barney & Co., Marine Union In- 
vestors, Inc., and Schoelkopf, Hutton 
& Pomeroy, Inc. 

As one of the first steps in the or- 
ganization the Marine Midland Cor- 
poration will apply for a charter for 
the Marine Trust Company of the City 
of New York as an afhliated organiza- 
tion in which the corporation will have 
a controlling interest. The paid-in cap- 
ital and surplus of this trust company 
will be about $25,000,000. 

Of the capitalization of 10,000,000 
shares, all of one class of stock, about 
4,000,000 will be used for exchange 
with bank stocks, 1,000,000 will be 
publicly offered at about $60 a share, 
and the balance of 5,000,000 shares re- 
tained in the treasury and available for 
further expansion. 

The Marine Midland Corporation 
Proposes to acquire the following in- 
stitutions, whose combined resources 
are more than $500,000,000: 

The Marine Trust Company of Buf- 
falo; the Union Trust Company, Ro- 
chester: Manufacturers National Bank, 


peepee and management com- 


Troy; Cortland Trust Company, Cort- 
land, N. Y.; Lackawanna National 
Bank, Lackawanna, N. Y.; Niagara 
Falls Trust Company, Niagara Falls; 
Niagara County National Bank and 
Trust Company, Lockport; State Trust 
Company, North Tonawanda; Workers 
Trust Company, Johnson City; Bank 
of East Aurora; Bank of La Salle; First 
Trust Company, Tonawanda; People’s 
Trust Company, Binghamton; Union 
Trust Company, Jamestown; Orleans 
County Trust Company, Albion; and 
Bank of Snyder. 

George F. Rand of Buffalo will be 
president of the newly formed corpora- 
tion; Ernest Stauffen, Jr., chairman of 
the board, and Harral S. Tenney, vice- 
president. Directors, in addition to the 
officers, will include Bayard F. Pope, A. 
B. Griffin, Faris R. Russell, Gilbert G. 
Brown, Raymond V. V. Miller, John 
W. Hannes, J. P. Schoelkopf, Jr., and 
R. J. H. Hotton. Other directors will 
be selected from the banks to be ac- 
quired. 

In a statement setting forth the pur- 
pose of the Marine Midland Corpora- 
tion the organizers said: 

“For several years the opinion of 
bankers through the country has been 
becoming more and more favorable to 
the principle of group banking, and in 
the last few months the tendency to- 
ward this form of organization has be- 
come strongly marked in this country. 
Group banking is common in Great 
Britain and Canada and continental 
Europe, and it seems to be the general 
consensus of opinion that in the very 
near future a number of strong holding 
corporations will be organized in the 
United States for the purpose of con- 
trolling a group of affiliated state banks, 
trust companies and national banks 
through stock ownership. This form of 
organization is peculiarly adapted to 
American conditions, as it offers the ad- 
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vantage of maintaining a large degree 
of local independence and local con- 
tacts through the maintenance of the 
individuality of all the constituent com- 
panies and their separate boards of di- 
rectors. 

“After carefully considering this sit- 
uation for several years and giving it 
intensive study for the last few months, 
the men heading the Marine Midland 
group of banking institutions have con- 
cluded that this group should be one of 
the leaders in the new movement, and 
have accordingly prepared a plan for 
presentation to the directors and stock- 
holders of those institutions, offering 
them what appears to be a sound op- 
portunity to become a part of a strong 
pioneer in the new era of banking in 
the United States.” 

Mr. Rand, who will head the new 
bank, is a graduate of the University of 
Pennsylvania and son of the late George 
F. Rand, who was president of the 
Marine Trust Company of Buffalo. He 
is a director of the Remington Rand 
Company, the General Baking Corpora- 


tion, the Niagara Falls Power Com 
pany, the Buffalo, Niagara & Eastern 
Power Company, Cleveland & Buffalo 
Transit Company, the American Steam- 
ship Company, the Metropolitan In- 
surance Company and the Landon 
Radiator Company. 

Mr. Stauffen, who will be chairman 
of the board, and Mr. Tenney, the 
vice-president, were formerly officials 
of the New York Trust Company. 
Mr. Stauffen is a director of C. G. 
Gunther’s Sons, Inc.; Chronium Cor 
poration of America, Colon Oil Cor 
poration, General Stockyards Corpora: 
tion, Kelvinator Corporation, Sharp @ 
Dohme, Simms Petroleum Corporation 
and the Sterling Securities Corporation 
Mr. Tenney is a director of the Amer: 
ican Reserve Insurance Company, Lin’ 
coln Fire Insurance Company, Globe 
Underwriters Insurance Company, Peo 
ple’s Trust Company of Binghamton, 
Workers Trust Company of Johnson 
City, Mercantile Trust Company of 
Texas, Gotham Loan Association and 
the Industrial Loan Company. 


Lehman Corporation to be $500,000,000 Trust 


NE of the largest investment 
trusts in the country, to be 


known as the Lehman Corpo- 
ration, is being organized by the bank- 
ing firm of Lehman Brothers, New 
York. The corporation will start opera- 
tions with $100,000,000 capital funds 
and with provisions in its capital struc- 
ture for expansion to half a billion 
dollars. 

Present plans are for a capitalization 
to consist of one class of stock, to be 
offered at a price to net the corporation 
$100 a share. A total of 45,000,000 
shares of stock is authorized, of which 
1,000,000 shares will be issued, to pro 
vide the initial capital of $100,000,000. 

One hundred thousand shares of 
capital stock of the corporation will be 
purchased by the firm and partners of 
Lehman Brothers for their own account 
for $10,000,000 cash. No options or 


warrants on capital stock will be out 
standing upon completion of this financ 
ing. All the shares of capital stock 
authorized and outstanding are identical 
as to voting, dividend, and other rights 
and carry no pre-emptive rights. 

In addition to the investment to be 
made by Lehman Brothers and _ its 
partners, both Lazard Freres and Gen’ 
eral American Investors Company, Inc., 
are making a substantial investment in 
the stock of the new corporation. Gen’ 
eral American Investors Company, Inc., 
is the investment company which re’ 
sulted from a consolidation of the orig’ 
inal company of the same name and 
Second General American Investors 
Company, Inc., both having been formed 
some years ago under the joint sponsor’ 
ship of Lehman Brothers and Lazard 
Freres. This merger, recently ratified 
by the stockholders, consolidated assets 
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© unverwoon & UNDERWOOD 
Puitip LEHMAN 


Chairman of the board of the Lehman 
Corporation. 


aggregating approximately $40,000,000 
and brought together two companies 
distinguished by their high rate of earn- 
ings on invested capital. 

The management contract under 
which the corporation will be managed 
by Lehman Brothers establishes an en- 
tirely new basis for agreements of this 
character. Subject to a 6 per cent. 
protection on invested capital, the firm 
of Lehman Brothers is to receive semi- 
annually for its services 12'!42 per cent. 
of the net realized profits of the corpo- 
ration, which compensation the firm 
agrees to use, upon receipt, for purchase 


© asiank-stoier 
ARTHUR LEHMAN 
President the Lehman Corporation. 


from the corporation of common stock 
taken at its book value per share. By 
this plan the company pays only 12Y2 
per cent. of its profits for its manage: 
ment, any additional value of the com- 
pensation arising only from the pre- 
mium put upon the shares by the public 
as expressed through the market price. 

The initial board of directors and 
officers of the corporation will consist 
of partners of Lehman Brothers and 
certain of its staff. Philip Lehman, 
senior partner of the firm, is to be chair- 
man of the board and Arthur Lehman 
is to be president. 





Bank of Manhattan Plans Structural 
Changes 


tal structure of the Bank of the 

Manhattan Company, New York, 
through the formation of a holding com: 
pany have been approved by directors 
of the company. By means of this com: 
pany stock may be purchased in banks 
and financial institutions both within 
and without New York State. The 
directors also approved the splitting of 
the stock of the Manhattan Company 
on the basis of five shares of $20 par 
value for each share of $100 par out- 
standing, and proposed a capital increase 
from $22,250,000 to $26,000,000 by the 


[et eerctare changes in the capi- 


© unverwooo & UNDERWOOD 
PauL M. WaRBURG 


Chairman of the board of the Inter- 

national Acceptance Bank, Inc., who 

will be chairman of the Manhattan 
Company. 


issuance of rights entitling the holder 
of six shares of $20 par stock to sub- 
scribe for one new share at $120 a share. 

The plan calls for the delegation of 
the banking functions of the company 
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to a new institution to be known as the 
Bank of Manhattan Trust Company. 
This will have the same capital and 
surplus as that of the present Bank of 


JoHN STEWART BAKER 
President the Bank of the Manhattan 
Company, New York, who will be- 
come chairman of the executive com’ 
mittee in addition to being president 
of the Bank of Manhattan Trust 

Company. 


the Manhattan Company, $22,250,000 
capital, and surplus and undivided profits 
of $42,000,000. Its assets will also in- 
clude $20,000,000 in cash in place of 
the capital stock of the International 
Acceptance Bank, Inc., now held by 
the Bank of the Manhattan Company. 
The holding company, which will be 
known as the Manhattan Company and 
will operate under the original charter 
issued in 1799, will retain the Interna’ 
tional Acceptance Bank stock and that 
of the Bank of Manhattan Trust Com 
pany. It will also own the Internationa 
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Manhattan Company, the securities. or- 
ganization of the group. 

At the present time the Bank of the 
Manhattan Company, or the Manhattan 
Company as it is called on its stock 
certificates, has wide charter powers, 
which, as a bank and a member of the 
Federal Reserve System, it cannot well 
exercise to as large a degree as might 
be desirable in the interests of stock- 
holders, officers of the company said. It 
is to remove this obstacle that the new 
plan is proposed. 

Paul M. Warburg, chairman of the 
board of the International Acceptance 
Bank, Inc., will be chairman of the 
board of the new Manhattan company, 
while J. Stewart Baker will be chairman 
of the executive committee of the com- 
pany, in addition to being president of 
the Bank of Manhattan Trust Company. 
P. A. Rowley will be vice-chairman of 
the trust company and president of the 
Manhattan company. 

Besides these officers, the board of 
directors of the Manhattan Company 
will include: Stephen Baker, chairman 
of the board of the Bank of Manhattan 


Trust Company; F. A. Goodhue, presi- 
dent of the International Acceptance 
Bahk, Inc., and James P. Warburg, 
president of the International Manhattan 
Company. 

The domestic banking business now 
conducted by the. Bank of Manhattan 
Company willbe transferred to the 
Bank of Manhattan Trust Company, 
the officers of which will be the same 
as the officers of the Bank of Manhattan 
Company, with the exception that Paul 
M. Warburg will retire from the office 


,of associate chairman. This office will 


be abolished. The foreign banking busi- 
ness conducted by the International Ac- 
ceptance Bank will continue to be car- 
ried on by that institution, and its direc- 
tors will remain unchanged, except that 
James P. Warburg will succeed J. 
Stewart Baker as vice-chairman. 

The International Manhattan Com- 
pany will continue to operate as the 
securities organization of the group. 
There will be no changes in the officers 
or directors of the company, except that 
F. A. Goodhue will become chairman of 
the board of the company. 


S THIS issue of The Bankers Magazine goes to 
press, several thousand bankers from all parts 

of the country are assembled in San Francisco for 
the fifty-fifth annual convention of the American 
Bankers Association. In the November issue The 
Bankers Magazine will publish a carefully pre- 
pared digest of the proceedings of the convention, 
as has been its custom in reporting previous 
annual meetings of the association. The Novem- 
ber issue will serve as a valuable permanent rec- 
ord of this important gathering of the bankers 

of the country. 





E. CHESTER GERSTEN 
President Public National Bank and Trust Company, New York. 


Sy in New York City and educated in the public schools, 

Mr. Gersten became a messenger with the National Bank 

of Commerce in New York in 1909 and at the time of his 

resignation in January, 1929, held the office of vice-president. 

He joined the Public National Bank and Trust Company as 
president in February of this year. 





The Public National Bank and 
Trust Company in New York 


Trust Company was organized in 

1908 as the Public Bank of New 
York City. It was a small neighbor- 
hood bank with a paid-in capital and 
surplus of $125,000. It remained un- 
der state supervision until 1917, when 
it joined the National Banking System 
under the name of the Public National 
Bank. The present name was adopted 
in 1927. 

The bank conducts a general com- 
mercial banking business at its main 
ofice and thirty-three branches, located 
in Manhattan, the Bronx, Brooklyn, 
Coney Island and Queens. It is 


Ts Public National Bank and 


equipped to handle personal and cor- 
porate trust accounts and its special 
thrift department contains savings de- 
posits amounting to more than $75, 
000,000. A foreign department is also 
conducted by the bank, and safe deposit 
facilities are available at some of its 
offices. 

Early this year the main offices of 
the bank were moved to the Wall Street 
district, at 76 William street. The in- 
stitution owns 40 per cent. of the 
buildings which house its branches. 
These branches have been entirely de- 
veloped within the bank’s own organiza- 


home of the Public National Bank and Trust Company, 76 William. street, 
New York City. 
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Partial view of the corridor in the main banking room. 
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Main banking room looking toward the main entrance on William street. 


tion, as there have been no mergers in 
the bank’s history. 

A recent analysis discloses that had 
an investor purchased seventy-five shares 
of the old $100 par stock of June 30, 
1919, at $285, an investment of $21,- 
375, and held it, together with the vari- 
ous stock dividends which have been 
paid, and had also taken advantage of 
the several subscription privileges, in- 
cluding that of the Public National 
Corporation—the whole involving a 
further investment of | $82,700—he 
would now hold 1650 shares of the 


new $25 par stock, worth, at the June 
30, 1929, price of about $252, ap- 
proximately $415,800. During this ten- 
year period he would have received 
$31,290 in cash dividends and the ap- 
preciation of his investment would 
have been more than 980 per cent., or 
an average of more than 98 per cent. 
per annum. 

During this ten-year period, the 
bank’s capital has been’ increased from 
$1,500,000 to $8,250,000, and the num- 
ber of shares from 15,000 to 330,000. 
Surplus and undivided profits have 
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Officers’ platform, showing the entrance to the president's office in the rear. 
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The directors’ room. 


grown steadily from $2,028,600, the 
figure in 1919, to the present (June 30) 
figure of $15,421,515. Deposits dur- 
ing the same ten-year period have more 
than doubled. In 1919 they were $62,- 
444.000. In 1924 they crossed the 
hundred-million mark to $103,762,000, 
while the last figure for deposits is 
$128,308,000. 

E. Chester Gersten, formerly vice- 
president of the National Bank of Com- 
merce, assumed the presidency of the 
institution in February of this year. 
Vice-presidents are Joseph J. Bach, 
Samuel Palley, A. S. Bernstein, George 
T. Scherzinger and Walter G. Ferens. 
Mr. Ferens is also cashier. 

The board of directors of the bank 
includes: E. Chester Gersten, president; 
Nelson I. Asiel, Asiel & Co.; Joseph J. 
Bach, vice-president; John F. Cuneo, 
president Cuneo Press, Chicago; Motty 


Eitingon, president Eitingon, Schild & 


Co., Inc.; Walter G. Ferens, vice- 
president and cashier; William S. Her- 
non, E. Naumburg & Co.; H. Bellas 
Hess, president National Bellas Hess 
Co., Inc.; Charles J. Liebman, president 
Herald Electric Co., Inc.; Walter E. 
Meyer, New York City; Henry L. 
Moses, Moses & Singer; Elton Parks, 
Dominick & Dominick; Alfred S. Ros- 
sin, New York City; Arthur Sachs, 
Goldman, Sachs & Co.; Henry B. 
Singer, Moses & Singer; and Jacob 
Sperber, president Jacob Sperber, Inc. 

The board of directors of the Se- 
curities Corporation is: E. Chester 
Gersten, president of the bank; Joseph 
J. Bach, vice-president of the bank; F. 
Wilder Bellamy, Dominick & Domi- 
nick; Walter E. Meyer, New York 
City; Henry L. Moses, Moses & Singer; 
Alfred §. Rossin, New York City; and 
Arthur Sachs, Goldman, Sachs & Co. 
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Entrance to the offices of the Public National Bank and Trust Company, 
New York. 





Examples of Recent Bank Building 
Operations 


This interlocking channel frame vault door built by the Herring-Hall- 

Marvin Safe Company, Hamilton, Ohio, and New York, has recently been 

installed in the Federal Reserve Bank of Memphis, Tenn. The door frame 

is so tied into the surrounding wall that the frame becomes an integral: part 
of the wall. 
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Entrance to the safe deposit 
department of the Bowery Sav- 
ings Bank, New York, shown 
closed at the right and open be- 
low. The vault was built by 
the York Safe and Lock Com- 
pany of York, Pa., under the 
supervision of York & Sawyer, 
architects. The rectangular door 
is twenty inches thick and a 
circular emergency door is the 
same thickness. 
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Interior of the new safe deposit vault of the Bowery Savings Bank, New York, is 
finished with polished steel plates, fastened to the walls so that no screw heads or 
rivets are visible. The lighting fixtures harmonize with the interior. 


The recently completed. building of the East Orange Trust Company, located on a 
corner plot in East Orange, N. J. It is of modernized Romanesque design and built 
of limestone. Holmes and Winslow, of New York, were the architects for the building. 
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Classic architecture was 
chosen for the new build- 
ing of the Bucks County 
Trust Company, Doyles- 
town, Pa. A broad cir- 
cular architrave surround- 
ing the vault door draws 
attention to this feature 
of the bank; grilles and 
screen are of bronze and 
floor and counters of 
marble. Tilghman Moyer 
Company, Allentown, Pa., 
were the architects for the 
building. 
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Architecture for Bankers 


The Fundamentals of Good Bank Building (Bankers Publishing Company, $5) was 
written by a specialist in bank architecture, Alfred Hopkins, of the firm of Hopkins 


and Dentz, New York. 


It contains 142 pages of text, which include a number of 


explanatory diagrams and drawings, and fifty additional plates illustrating various 
types of bank architecture. 


not ordinarily considered as allied 

professions, the architect never 
essaying banking, and the banker seldom 
attempting anything in the way of 
building design. When, however, it 
comes time for the erection of a bank 
building, the architect, perforce, must 
acquaint himself with the banker's 
problems, while the banker must fa- 
miliarize himself with certain funda- 
mentals of architecture if he wishes to 


elena ea ge and banking are 


incorporate into the new structure the 
practical ideas which every banker has 
gleaned from his personal experience. 
It is for this latter case—that of a 
banker who wishes to know something 


about bank architecture—that Alfred 
Hopkins, architect, has written this new 
book, The Fundamentals of Good Bank 
Building. 

“It is my hope,” he says, “that what 
is here written may give to the banker 
who will one day build his building, a 
full idea of the problem before. him. 
Most practical men know quite well 
some of the things they want when the 
time comes to go about getting them; 
but my experience is that no two men 
ever emphasize the same thing, or sel- 
dom does any man or building empha- 
size every point which may well come 
under consideration. Nor can I ex- 
pect any one banker to agree with every 
view expressed herein. My effort has 
been to bring to his attention, only, 
some of the points he might otherwise 
have neglected; some of the features of 


bank design he might otherwise have 
Overlooked. . . .” 


While it gives a great deal of prac- 
tical information in regard to architec- 
tural fundamentals, the book is far from 
a textbook on bank design. It is written 
especially for the banker and so con- 
tains no technical architectural terms. 
It is written in a delightfully informal 
style and is punctuated throughout with 
amusing anecdotes from the author's 
personal experiences. 

Mr. Hopkins begins by analyzing the 
site for the new building and shows 
how carefully the plot upon which the 
bank is to be erected should be se- 
lected, since to a large extent the type 
of structure is dependent upon its site. 
Minimum areas for each of the several 
usual types of bank buildings are given. 

This leads naturally to a discussion 
and description of the various types of 
bank design, which makes up the second 
chapter. _A number of drawings illus- 
trate these different types of design. 
Chapters III and IV discuss the safe 
deposit department and the vaults, re- 
spectively, while the location of the 
work rooms, their lighting and ventila- 
tion, are taken up in Chapter V. The 
vestibule is the subject of another chap- 
ter, and later chapters discuss the bank- 
ing screen, lighting, ventilation, floors 
and furnishings, and the architectural 
aspect. The problem of the combina- 
tion bank and office building is taken 
up in the twelfth chapter, while the 
final chapter is devoted to “The Value 
of a New Building and How Far to Go 
with It.” The book will be sent upon 
request for five days’ free examination 
to any bank or banker. 
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BETTY ETTER, Editor 
Monthly Book Section 


Tue Bankers MaGaZINgE 
71-73 Murray St., New York 


OCTOBER 1929 


SHOP TALK 


T is with a great deal of pleasure 

that we have this month announced 
the publication of The Fundamentals of 
Good Bank Building by Alfred Hop- 
kins. Though we have no personal as- 
pirations toward bank building our- 
selves, our desires running more toward 
New England farm houses, we thor- 
oughly enjoyed Mr. Hopkins’ book when 
we read it in manuscript, and as it 
gradually took shape in book form, 
with its many delightful illustrations 
added, it became even more interesting. 
It is entertainingly written and will 
give the banker who is planning or 
hoping to erect his own bank building, 
the necessary information in regard to 
bank architecture in a most painless 
fashion. 

ay) 


CoMMERCIAL bank management, which 
was taken up at a conference held un- 
der the auspices of the American Bank- 
ers Association in Chicago last winter, 
is the subject of a series of publications 
by the Clearing House Section of that 
association, now holding its annual con- 
vention in San Francisco. This section 
of the A. B. A. has conducted an in- 
vestigation of banking conditions and is 
publishing the series of booklets as a 
result of this investigation and in fur- 
therance of betterments in banking 
practice. 

The second booklet, “Profit and Loss 
Operations,” is recently off the press. 
It covers scientific expense control, trend 
of earnings, analysis of one’s own bank, 
examples of good management, the laws 
of operating expense, and the laws of 
loan administration expense, operating 
expense ratios, profitable savings ac- 
652 


counts, N. S. F. checks, float charges 
and interest paid, salary costs and efh- 
ciency, analysis of the cost of deposit 
accounts, etc. 

The first booklet dealt with “Loan 
Administration Policies.” 


ay 


THE New York Chapter, Inc., Amer- 
ican Institute of Banking, has an- 
nounced its courses in banking and in- 
vestments for the winter of 1929-1930, 
and the fall semester opened on Septem- 
ber 30. “The whole educational pro- 
gram has been carefully planned,” says 
the catalogue, “to meet the needs of 
those engaged in the banking profession. 
Hence the courses offered are not merely 
those of a descriptive, technical nature, 
but they are also those which concern 
themselves with fundamental principles 
and broad relationships. Depth and 
breadth of understanding in the field of 
banking as well as technical proficiency 
in detailed operation constitute the goal 
of the Chapter’s educational endeavor.” 


ay 


MODEL LIBRARY AT BANKERS’ 
CONVENTIONS 


For several years a model library has 
been a feature of the annual convention 
of the American Bankers Association, 
and this year the financial group of the 
National Special Libraries Association 
has also planned an information exhibit 
for the Investment Bankers Association, 
at its annual meeting at the Chateau 
Frontenac in Quebec, October 12-18. 
Financial services, books, public docu 
ments and publications of various invest: 
ment bankers will be displayed. A list 
of sources for daily use will be published 
in pamphlet form and distributed at the 
meetings. 

The committee in charge consists of 
three Chicago members of the National 
Special Libraries Association—Virginia 
Savage, librarian of Halsey, Stuart & 
Company; Sue M. Wuchter, librarian 
Continental Illinois Company; and Ruth 
Nichols, librarian Federal Reserve Bank 
of Chicago. 





HERE is probably no banker who does 
not cherish in his thoughts the desire to some 
day plan and direct the erection of his own 
bank building; nor who does not have some 
particular features, based on his personal expe- 
rience, which he plans to incorporate within it. 


In The Fundamentals of Good Bank Building, Alfred Hop- 
kins, an architect who has long specialized in the building 
of banking structures, gives to the banker the fundamen- 
tals of bank construction, with which he may combine 
his personal ideas to form a successful whole. 


Mr. Hopkins has written, not for the architect, but for 
the banker, and the result is a book which is as enter- 
taining as it is informative. Numerous amusing perso- 
nal incidents in the writer’s own experience have been 
used by way of illustration. 


More than fifty photographs, showing both exterior and 
interior views of banks in all parts of the country, have 
been reproduced to illustrate various types of architectural 
design, and a number of diagrams and drawings serve to 
make clear the points brought out in the text. 


This book, beautifully printed and bound, will be on sale October 
15. It may be had for five 


days’ free examination by 
any bank or banker. The 


Price is $5.00. THE FUNDAMEN- 
TALS OF GOOD 
: BANK BUILDING 
BANKERS PUBLISHING CO. 
71 Murray St., New York by Alfred Hopkins 
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K. Dorothy Ferguson, librarian of the 
Bank of Italy, San Francisco, is chair- 
man of the committee which is planning 
the exhibit to be held in connection with 
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the A.B.A. convention. The latest 
financial literature will be on display at 
the exhibit on the mezzanine floor of the 
St. Francis Hotel. 


BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


AVIATION: Its COMMERCIAL AND FIT 
NANCIAL AsPECTS. By Richard Rea 
Bennett. New York: The Ronald 

$3.15. 


UNTIL recently, the financing of avia- 
tion projects has been almost entirely a 
matter of interesting local enthusiasts. 
Today, however, more than a billion 
dollars has been invested in the indus- 
try in America alone. The remarkable 
growth of this new industry is shown 
in the figures assembled in this volume, 
which gives an analysis of the financial 
and commercial situation in aviation 
and a survey of future trends. 

Throughout the volume the author 
finds a close parallel between the his 
tory of the development of the rail- 
roads with that of aviation. He com- 
pares them on their twenty-fifth anni- 
versaries, and warns that, just as in the 
development of railroads, there came 
a period of over-financing when the 
lines were expanded too rapidly, so 
there is a very definite present danger 
that catastrophe may await those who 
are today placing their money in avia- 
tion projects without sufficient study of 
the prospects for success. 

Chapter headings include: The Pres- 
ent Status, Safety and Dependability, 
Financial Aspects, Manufacture of Air- 
craft, Air Transportation, Airports, and 
Aids to Navigation. 


Press Company. 


StorInG Up TripLeE REseERvVES. By 
Roger W. Babson. New York: The 
Macmillan Company. $2.15. 


STATING that success is secured by the 
storing up of financial, physical and 
spiritual. reserves, Mr. Babson divides 
his book into three parts, each of which 


deals with the methods by which one of 
the three can be gained. The book is a 
summary, he states, of the conclusions 
derived from a study of the data which 
the Babson Statistical Organization has 
been collecting for the last twenty-five 
years. 

“These conclusions are presented in 
popular book form because I have been 
so tremendously impressed by the direct 
relationship between true success and 
reserves,” says the author. “It is not 
the amount a man earns that counts, 
but what he saves and invests in a con 
structive way. It is not the amount a 
man eats that counts, but rather what 
he eats, and how the energy produced 
is conserved. It is not what a man 
professes that counts, but rather 
whether he gets real satisfaction from 
his faith, his family, his recreations, 
and his other interests.” 

The subjects treated in a volume of 
such wide scope vary, of necessity, 
greatly. Divorce and common stocks 
are considered with equal seriousness. 
The volume contains a large amount of 
sound advice, however, simply written 
and easily understood. That deep 
breathing and a daily walk make for 
success may be debated by some readers, 
but there is no doubt that, other ele 
ments for a successful life being pres’ 
ent, those two factors, and the other 
suggestions given by Mr. Babson, will 
not harm those who follow his advice. 


How To READ CHARACTER IN HAND’ 
WRITING. By Mary H. Booth. Phila’ 
delphia: The John C. Winston Co. 


THAT one’s “fist” as well as the face 
may give indications of character 1s a 





The Most Useful 
Book in the 
Bank Library 


Another Time-Saving Device 


For Banks and Financial 


The Gist of 
10 Books 


Houses Plus 


Encyclopedia of Banking 
and Finance 


REVISED AND ENLARGED EDITION 
By GLENN G. MUNN 


FEATURES 


Full revised text of 14 
bank laws, including 
Federal Reserve Act, 
Negotiable Instruments 
Law, McFadden Branch 
Banking Act, and 
Martins Blue-Sky Act. 


Forms of principal bank- 
ing and brokerage in- 
struments. 


Complete list of abbrevia- 
tions. 


Bibliographies on impor- 
tant subjects giving 
latest and best books. 


Interest and yield tables 
in various forms. 


Cross-references to other 
terms guides to collat- 
eral information. 


Foreign money tables— 
listed by currencies and 
by countries with U. S. 


money value equiva- 


lents. 


New York Stock Ex- 
change abbreviations. 


Charts, tables and maps. 


Covers investment, specu- 
lation, business fore- 
casting, and market 
services. 


This 675-page volume, size 7!/2x10//, is without 
a rival in its field. In it, bank officers and employees 
will find a ready answer to literally thousands of 
questions without wading through pages of text in 
many separate books. And so quickly! About 
3,200 terms are arranged in alphabetical order— 
explanations averaging half a column—and cover- 
ing every phase of banking, finance, securities, 
trusts, speculation, markets, brokerage, and insur- 
ance. By extracting the essentials, and by alpha- 
betical arrangement, the author has put together by 
far the greatest wealth of information on banking 
and finance in the range of a single volume. 


WHO IS IT FOR? 


The senior and junior officer who has occasion 
most every day to look up some reference, to find 
the exact wording of a section of some banking act, 
to ascertain the precise meaning of a term to replace 
a hazy impression, to determine the latest and best 
books that have been written on a subject if fuller 
details are wanted. 

For the bank employee it is a liberal education. 
Knowledge can be acquired as the need for it arises, 
thus short-circuiting the learning process. Nowhere 
else is there a handbook that will assist the bank 
and brokerage clerk in becoming informed in his 
profession so conveniently. It is an inexpensive 
investment in the technique of the employee's 
business. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York 

You may send me on approval a copy of the 
new edition of “Encyclopedia of Banking and 
Finance.” At the end of five days I will either 
return the book or send you my check for $10. 





Seventh Edition of America’s 
Most Popular Banking Book — 


Here is a book which has come to 
be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his ow 
many years' experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for your copy 

of this valuable 

book TODAY and see 

for yourself how 

thoroughly Mr. Kniffin 

has covered his field. THE 


BANKERS PUBLISHING CO. PRACTICAT | 


BANKERS PUBLISHING COMPANY A B AN 
71 Murray Street, New York City \ K 

Please send me on approval a copy Mia, 

of “The Practical Work of a Bank.” 

I will either return the book with- 

in five days or will send you my 

check for $7.50. 


Bank 
Address 


| 
; 
| 





RL RR 


THE BANKERS MAGAZINE 


well-established fact. The knowledge 
to be gained from handwriting can be 
of much help to all those who in their 
dealing with others must take account 
of the complexities of human nature. 

Bankers have to read character in 
making loans, for a high authority has 
declared that character is of first im- 
portance in extending credit. 

While the typewriter has diminished 
the opportunities for gauging one's 
character from the handwriting, signa- 
tures alone may afford an important 
clew. An understanding of the prin- 
ciples of graphology will also be useful 
in determining between genuine and 
forged signatures. These principles are 
clearly set forth in this book, which also 
contains specimens of the handwriting 
of a number of the world’s famous men 


SURVEY OF AMERICAN ForEIGN ReE- 
LATIONS, 1928. Edited by Charles 
P. Howland, Director of Research of 
the Council on Foreign Relations. 
New Haven, Conn: Yale University 
Press. 


THE Council on Foreign Relations has 
inaugurated a series of volumes of 
which this is the first as an attempt to 
examine comprehensively and continu- 
ously the foreign relations of the United 


States. In the preface it is stated: 
“The general policy of the Council on 
Foreign Relations in this as in its other 
publications is to present an unbiased 
statement of facts and a fair interpreta- 
tion of policy.” Our foreign relations 
have now become so important from 
many standpoints that a better under- 
standing of them constitutes an es- 
sential part of the mental equipment of 
all well-informed persons.” 

In separate sections the volume deals 
with such important matters as 
“American Foreign Policy,” “The 
United States as an Economic Power,” 
‘The United States and the League of 
Nations,” “Financial Relations of the 
United States Government After the 
World War,” and “Limitation of 
Armament.” 


The book contains a large amount of 


657 


authentic information relating to sub- 
jects of great practical interest to the 
American people. 


How To DeveELop PERSONALITY. By 
Clyde William Phelps, Chattanooga, 
Tenn.: University of Chattanooga 
Press. $5.20. 


AFTER defining personality, this volume 
analyzes the quality and shows how it 
is produced by five main factors: skill, 
temperament, aptitude, mentality and 
physique. Personality, it says, “is a 
stamp resulting from the development 
of skill, temperament, aptitude, mental- 
ity and physique.” It then shows how 
to increase the efficiency of each of these 
five factors to the highest possible point 
and thus perfect personality. 

Dr. Phelps is head of the department 
of economics, University of Chattanooga, 
and consulting economist, R. $. Beaman 
& Co., public accountants. 


Kinc oF Commerce. By T. C. 
Bridges and H. H. Tiltman. New 
York: Thomas Y. Crowell Company. 
$3.15. 


THIs volume contains the interestingly 
written stories of the success of twenty- 
five outstanding English and American 
business men and portrays the romance 
of modern business. A chapter is de- 
voted to the story of each of the men 
portrayed. Among the characters de- 
scribed are Henry Ford, John D. Rocke- 
feller, Charles M. Schwab, Edward Bok, 
George Eastman, Sir Thomas Lipton, 
and Lord Inchcape. 


EcoNOMIC RESOURCES AND INDUSTRIES 
OF THE WorLp. By Isaac Lippin- 
cott. New York: D. Appleton and 
Company. $5.15. 


A stupy of the world distribution of 
supplies of raw materials and of the 
industrial development of the important 
producing areas and countries of the 
world is contained in this volume, which 
should be of interest to business men 
interested in foreign trade, students of 
international marketing and economic 
geography, bankers and financiers. 
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The Bank 


Agricultural 
Department 


By R. A. WARD 


BANKER-FARMER 


And Organizer of One of the Most 
Successful Bank Agricultural Depart- 
ments in the Country 


Table of Contents 


Bank Agricultural Service 


How to render such benefits and serv- 
ice to be derived from it. 


Organizing the Department—The Man 
and the Job 


Personality of the man; relation to 
other officers; first principles of the 
work. 

Planning a Program of Work 


Program of the First National Bank 
of Bend, Ore.; effect of the work. 


Using the Agricultural Survey 


Making a survey of farms in. the ter- 
ritory one of the best methods of an- 
alyzing the farming situation; agri- 
=— property statement form given 
here. 


An Increased Crop Production Campaign 


Such a campaign can be carried on 
by a bank, in co-operation with the 
local county agent or expert bank 
agriculturalist; complete explanation 
given. 

Livestock Improvement Project 


No project lends itself more readily 
to bank co-operation than this cam- 
paign which can be carried on effec- 
tively for a period of years. Many 
illustrations and advertisements given 
with this chapter. 


Boys’ and Girls’ Club Work 
Carry on work in co-operation with 
the state club leaders who have this 
work thoroughly standardized and are 
familiar with methods to conduct it 
profitably. 

Advertising and Publicity 
No phase of country bank activity 
can be featured more frequently than 
that of a live agricultural department. 
Examples of advertising given here. 

Banker-Farmer Activities 
Suggestions for banker-farmer ‘“mix- 
ers,"’ luncheons and conferences; mo- 
tion pictures, etc. 

Conclusion 
Friendly helpfulness and superior serv- 
ice wins more friends for the bank 


than the cold, mechanical banking 
of days past. 


Order on 5 days’ approval from the 


Bankers Publishing Co. 
$1.25 71 Murray St.,N. Y. $1.25 


Part 1 contains a discussion of the 
factors in the development of the re 
sources and industries of the world. In 
Part 2 are presented the resources of 
the various parts of the world, including” 
the products of forests, fields, mines, and” 
waters. Part 3 includes chapters on the’ 
industrial growth of various countries,) 
with emphasis on the economic condi 
tions of leading nations. Considerable 
attention is given, however, to backward 
regions which are just beginning to be 
touched by modern enterprise. 

The author is professor of economic’ 
resources at Washington University, St. 
Louis, and author of Economic Develop: 
ment of the United States. 


THE FINANCIAL History OF BALTIMORE 
1900-1926. By Leonard Owens Rea. 
Baltimore: The Johns Hopkins Press. 
$1.40. 


THIs 125-page treatise by the professor 
of business administration of Catawba 
College is the result of an investigation 
carried on while the writer was a mem 
ber of the Economic Seminary of the 
Johns Hopkins University. It is an at 
tempt to bring up to date in a formal: 
and concise manner the financial history 
of Baltimore. The work is divided into 
four chapters: municipal administration, 
municipal expenditures, municipal reve 
nues and municipal indebtedness. 
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EUROPEAN FINANCIAL CONTROL IN THE 
Ottoman Empire. By Donald C. 
Blaisdell. New York: Columbia Univ 
versity Press. $3.15. 

MoNneY. 
edition revised. New York: 
court. $1.40. 

Money; How to Make It, Use It, Invest) 
It. By Samuel Crowther. Boston; 
Stratford. $2.15. 

Kincs or Commerce. By T. C. Bridges) 
and H. Hessell Tiltman. New York? 
Crowell. $3.15. : 

INDUSTRIAL BALANCE SHEETS; A Stue ‘ 
in Business Analysis. By Myron Me 
Strain. New York: Harper. $3.65.> 








